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Long Experience 
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Massachusetts Fiduciary 


In Business Since 1875 


epee and corporations who require the ser- 
vices of a long established fiduciary institution in 
Massachusetts are cordially invited to correspond with 
the President or other officers of this Company. 


Settling Estates and managing property in Trust, either 
real or personal, is our principal and specialized business. 





In the many years of our experience we have settled 
hundreds of Estates, many of which were large and com- 
plicated, and have met and solved practically every type 
of Trust problem that may arise. 





We also act as Cor- Charles E. Rogerson, President 
porate Trustee, Trans- 
fer Agent, Registrar 
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118 YEARS OF COMMERCIAL BANKING 


LARGER— 
But the Same Bank 


Growth in resources—growth in capi- 
tal structure—growth in affiliations 
and in number of offices— 


None of these has affected the enduring per- 
sonality of Chatham Phenix, nor impaired the 
active, personal friendships between our cor- 
respondent banks and the Chatham Phenix 
officers who maintain contact with them. 


Main Office: 149 Broadway, New York City 
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A Complete Banking Service 


The Midland Bank offers exceptional facilities 
for the transaction of banking business of every 
description. It has offices in the Atlantic Liners 
“Aquitania” “Berengaria” “Mauretania” 
and with affiliated banks operates over 2500 
branches in Great Britain and Northern Ireland. 


The offices in Poultry and at 196 Piccadilly are 


specially equipped for the use and convenience of 
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OVER 1300 OFFICES in ENGLAND and WALES 


The Bank offers special facilities for the conduct of accounts 
of Overseas Banks 


AFFILIATED BANKS 
COUTTS & CO., GRINDLAY & CO., LTD. 








The Publisher’s Page 


AUL WILLARD GARRETT, nationally known finan- 

cial writer, in his monthly market survey written for the 

Fesruary issue of THE BANKERS MaGazineE, predicted a 

return of bonds to favor. He said: “An incoming bond 
tide gives promise of becoming a dominant movement in the securi- 
ties markets.” Since these words were written the bond market 
has come back, and with a vengeance. As this page is written 
banks, which have except for last November been sellers rather 
than buyers of bonds for the last two years, are coming back into 
the bond market. In his monthly article, “WHERE Do WE Go 
From Here,” beginning on page 517 of this issue of the Magazine, 
Mr. Garrett says: “Now it begins to seem that the stage is at last 
set for the re-entry of the banks into the bond market. . . . Out- 
standing among the reasons for a switch in policy is the decline in 
money rates to a level that compels the banks to recognize the 
superior advantages of bonds to banks seeking a good return on 
funds.” 


E.Mer H. YouneMaAN in his Eprror1aL CoMMENT in this issue of 
the Magazine quotes Comptroller Pole’s recent statement that: 
“To invite the’small bank to adopt the efficient methods of the large 
city bank would be to ask it to lift itself by its own bootstraps. 
As a remedy to country bank failures the establishment of im- 
proved banking methods is theoretically sound but impossible 
practically of general realization. The business is too small in 
volume, too limited in diversity and too circumscribed geographi- 
cally to create a normal motive for the establishment of the high 
type of management possessed by the city banks.” In answer to 
this statement of the Comptroller Mr. Youngman says: “Now, it 
could not be expected that the country banker could have all the 
varied experiences appertaining to the great institutions in our 
leading cities. Many of the services required in the city bank are 
not called for in the country bank. But within his special sphere 
of activity the country banker can be just as efficient as his city 
brother. From the very nature of his business he has to be a keen 
judge of credits. The city banker knows collateral. The country 
banker knows men.” 


[Continued on page xiv} 
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Correspondents in the East, on the Continent, on Great 
Britain, Africa, America and Australia, and transact 
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A Book that points the way to 
greater profits... 





<« The Service Charge on 


Sent on 


Pmt Demand Deposits 


By W. GORDON JONES 








banker THs book is a complete treatise on the growing 

' banking practice of imposing a monthly service 

Price charge on demand deposits that do not measure up to 

$2.50 a certain standard of profitableness to the bank. It 

tells how to determine which accounts are unprofitable 

Oo and discusses the best methods of imposing the charge 
without sacrificing the good will of the customer. 


BANKERS PUBLISHING CO. 


71 Murray Street, New York, N. Y. 
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{Continued from page x1} 


ALEXANDER WA LL in “Merasurtnc Mercuant Loan VALvgs,” 
which begins on page 497 of this issue, says: “Most bankers have 
heard of a current ratio way of determining the strength of a 
merchant’s statement. ‘Two for one’ has been mentioned so often 
that too many believe that it is the standard above which lies all 
soundness at all times, for all statements and for all trades. This 
is as silly as to say that all men six feet tall are strong and all below 
six feet weak. The current ratio has different usuals for different 
trades and for different periods. The careful banker notes these 
variations and uses a certain current ratio to study the strength of 
a cotton mill, another for a meat packer and a third for a maker 
of shoes and so on.” 


Joun J. Driscoi., Jrk., in “ANALYZING BANK OPERATION Costs,” 
beginning on page 501 of this issue, gives a few rules for profitable 
bank management which are substantiated by analysis. Here they 
are: “1. Size is not a prerequisite for profitable banking. 2. Qual- 
ity business will produce far more profit than can be secured by 


unsound and unprofitable increase in size and volume. 3. Co-opera- 
tion between banks will materially increase earnings in each bank 
without any change in size. 4. Foolish and unsound competition, 
particularly in smaller cities and towns, does not create wealth, and 
usually results in exchanging profitable for unprofitable business. 
5. Many banks will have to do business on a smaller amount of 
funds, but earn a greater profit. 6. The efficient investment and 
handling of reserves will produce greater investment income with- 
out any material increase in investment costs. 7. Unit costs are 


high and total expense low in highly profitable banks; unit costs 
low and total expense high in small profit banks. 8. Good salaries 
to efficient and capable help will produce greater departmental 
profits than small salaries to a greater number of inefficient and 


incapable help. 9. Advertising should not be based on the relation ‘ 


of resources to expenses, but rather on the basis of the possible 
business that can be secured and what it is worth after secured. 
10. With the exception of advertising, too much time may be spent 
curtailing minor expenses which, if used to adjust unprofitable 
business, operating routine or policies, would produce more sub- 
stantial results. 11. Profits should be considered on the basis of 
the particular type of business constituting deposits—commercial, 
savings, etc. 12. Placing funds in larger-loans will increase the 
cost per note, but decrease the cost of loaning per $1000.” 
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Editorial Comment 


COMPTROLLER POLE’S VIEWS ON RURAL UNIT 
BANKING 


of the Currency, in addressing 
the Maryland Bankers Associa- 
tion, said: 


[ than a year ago the Comptroller 


“If I were asked to pick out a single 
type of institution which has con- 
tributed most to local community in- 
dependence and thereby to the founda- 
tion of our national development, I 
should choose the unit bank. It is the 
most representative of the genius of the 
American people.” 


In view of this unequivocal tribute to 
the utility of unit banking, it is sur- 
prising to find the Comptroller, in his 
recent appearance, before the Banking 
and Currency Committee of the House, 
taking a stand against this type of bank- 
ing and in favor of a centralized branch 
system. The statement referred to 
covers some thirty-eight typewritten 
pages, and it is therefore too lengthy 
to publish in full. Some extracts from 
it will be made—necessarily of a some- 
what fragmentary character. The ex- 
cessive rate of bank mortality will be 
first considered. 


“In several parts of the country more 
than one-half of all of the banks in ex- 
istence in 1920 have closed their doors 
and many of those which are left have 
little likelihood of success under present 


conditions. There are agricul- 
tural counties in which every bank has 
failed. The hardship which 
these failures have imposed upon de- 
Positors and upon those who invest their 
money in country bank stocks, over 
such a wide geographical area, is an in- 
dication that there is something seri- 


ously wrong with the system of bank- 
ing in the rural districts. Surely a 
great country like ours should not per- 
mit the continuation of this suffering on 
the part of that element of the popula- 
tion least able to bear it if it lies within 
the power of the national Government 
to provide a remedy!” 


* * * * 


“We are faced with a banking situa- 
tion which applies almost entirely to 
the rural districts, although it should be 
borne in mind that there are also a con- 
siderable number of small banks in the 
larger cities, particularly in the outly- 
ing districts. There were on June 30, 
1929, in the United States, 24,912 in- 
corporated banks. Of this number 
20,008 were situated in cities of 10,000 
population or less. In other words, 
more than four-fifths of all of the banks 
in the United States are situated in 
small towns. The average capital of 
these banks is about $44,000 and their 
aggregate capital about $881,000,000. 
They are all small banks. It is among 
these small banks that most of the fail- 
ures have occurred. Figures have not 
been compiled for the entire decade but 
for the eight-year period, ending with 
1927, 71 per cent. of the banks that 
failed, national and state, were cap- 
italized below $50,000 each and 88 per 
cent. under $100,000. By far the 
largest number of failures occurred 
among banks having $25,000 capital or 
less, these constituting 63 per cent. of 
the failures. The number of failures 
for this period was 4513. 

“As to the places in which these 
failures occurred, 2039, that is to say, 
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a little over 40 per cent., were situated 
in towns and villages of population less 
than 500 persons; an additional 1006 
or 20 per cent. failed in towns having 
between 500 and 1000 population; an 
additional 964 banks or about 20 per 
cent. failed in towns of from 1000 to 
2500 population; an additional 584 
failures occurred in towns from 2500 to 
10,000 population. In other words, 
about 92 per cent. of the failures were 
in places having less than 10,000 popu- 
lation. Reference is again made to the 
fact that there are also a number of 
banks of small capital in cities above 
10,000 population, failures among which 
go largely to make up the remaining 
8 per cent. of the total failures.” 


* * *£ * * 


“In the year 1929 there were 640 
bank failures in the United States caus- 
ing the tying up of about $234,000,000 
of deposits, the greatest of any year in 
the decade except 1926. During the 
first six weeks of 1930 there have been 
131 additional failures. In other words, 
more than ten years after the war we 
are still in the midst of a continuation 
of a condition which is causing small 
banks to fail. The nine-year period 
ending with December 31, 1929, wit- 
nessed 5640 bank failures with ag- 
gregate deposits of $1,721,000,000— 
scattered very largely throughout those 
small cities of less than 10,000 popula- 
tion to which reference has been made. 
Of this number 4877 were state banks 
and 763 were national banks.” 


Contrasting the record of the metro- 
politan banks of large capital, the 
Comptroller says: 


“During the last decade there were 
no failures in that class of banks known 
as metropolitan banks having a capital 
of more than $2,000,000. There were 
three failures of state banks and one 
national bank in the million dollar cap- 
ital class.” 


That there is something seriously 
wrong with the system of banking in 
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the rural districts is certainly an obvious 
deduction from the facts as presented 
by the Comptroller. Let him present 
his diagnosis: 


“Many causes have been assigned for 
these bank failures: in one section 
droughts, in another insect pests, in 
another failure of the cattle market, in 
another a drop in the price of wheat, 
and so on. A great many failures have 
been attributed to mismanagement, in- 
competent management or criminal 
management; some banks have been 
closed on account of single cases of 
defalcation and robbery; another cause 
assigned is that too many rural bank 
charters have been granted. 

“While these various factors may 
have been the immediate occasion for 
the closing of these banks they do not 
indicate the basic cause. If one ob 
serves the same type of small country 
bank, situated in various sections of the 
country, unable to keep open its doors 
one naturally would seek the reason of 
the general condition. Cannot the basic 
cause be found in the great economic 
and social changes which have come 
over this country within the last fifteen 
years—the war period and the post 
war period? We have witnessed a 
revolution in the method of transporta- 
tion and communication in the rural 
districts. Local communities which were 
at one time economically and _ socially 
independent have been put upon arterial 
highways ‘which have drawn them close 
to the larger cities. It is now impos 
sible for the country bank to gain that 
diversification in the banking business 
which was possible a few decades ago. 
The business of the small city is becom 
ing more and more an adjunct of the 
business of the larger commercial center. 
Opportunities for independent local fr 
nancing are becoming fewer and fewer. 
The commercial business and the trust 
business are going to the large city bank. 
The country bank is left largely with 
real estate loans and small local loans. 

“If therefore these fundamental con’ 
ditions have caused the business of the 
small bank to shrink to the point where 
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it becomes unprofitable for the bank to 
operate, we are met with a basic con- 
dition which cannot be cured by pallia- 
tives. Several remedies have been pro- 
posed to meet these conditions, the 
principal of which I shall here discuss.” 


The Comptroller first takes up de- 
posit guaranty as a remedy, dismissing 
it with the observation that eight states 
have tried it, and that in only one does 
the guaranty law still remain. (This 
state, Nebraska, is about to repeal the 
law.) 

As to the increase in the capital 
stock of national banks, so that the 
minimum would be $100,000, the 
Comptroller says: 


“Such a plan to be successful would 
require complete legislative co-operation 
on the part of the state governments, as 
the minimum capitalization of national 
banks has always been higher than that 
required as a rule by the state laws. 
The present minimum capitalization of 
$25,000 for national banks as now re- 
quired is too high for state banks in 
many states. In other words, the pres- 
ent capital requirement for national 
banks has not had the effect of causing 
state legislatures to require the state 
banks to adopt a similar standard. On 
the contrary, Congress, by the Act of 
March 14, 1900, reduced the minimum 
capital for national banks from $50,000 
to $25,000, thus lowering the standard 
toward that of the states. 

“One of the most natural effects of 
such an increase to a $100,000 mini- 
mum for national banks would be to 
cause hundreds of national banks to 
take out state charters and thus remain 
In operation. The operating conditions 
of the hanks in the rural districts are 
the same for both national and state 
banks and any comprehensive remedy 
looking to an improvement. of the rural 
bankiny situation must embrace directly 


or indirectly both state and national 
banks. 


“The 
posal . 
bankin 


is another feature of this pro- 
ich must be considered. A 
institution from the standpoint 


of the investing shareholder furnishes a 
vehicle for the employment of capital. 
Such a shareholder is not required to 
make his investment with patriotic mo- 
tives or with a desire to confer a benefit 
upon the community. His motives are 
the same as those who employ capital 
in other business enterprises. In other 
words, he invests his money in bank 
stock with the expectation of a reason- 
able return in dividends. From the 
standpoint of the Government, how- 
ever, a bank possesses certain public 
responsibilities which the governments, 
state and national, have attempted to 
establish and protect by statutory en- 
actment. If in the pursuance of this 
aim the Government requires a mini- 
mum capitalization too high for profit- 
able employment in a given local com- 
munity no bank would be operative 
there. 

“There are thousands of communi- 
ties in the United States where banks 
are now operating which would be de- 
prived of all local banking services if 
the minimum capital for country banks 
were placed at $100,000. This would 
mean that these local communities 
would be put to the inconvenience of 
going considerable distances, especially 
in the less densely populated agricul- 
tural states. Such a situation would 
naturally result in hoarding of funds 
and this would be a backward step in 
the development of the country. Bank- 
ing develops business in a community 
and every community should have con- 
venient access to banking services. In 
our desire to create a sound system of 
rural banking we must guard against 
the establishment of safety at the ex- 
pense of the convenience of hundreds of 
thousands of citizens who ought to have 
immediate access to banking facilities. 

“In this connection permit me to 
survey the distribution of banking cap- 
ital in the United States. Taking the 
figures as of June 30, 1929, there were 
in the United States 5468 incorporated 
banks with capital] of less than $25,000. 
There were an additional 5357 banks 
of $25,000 capital; 6031 banks with 
capital above $25,000 but not exceed- 
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ing $50,000; and 1073 banks with 
capital above $50,000 and up to but 
not’ including $100,000. In _ other 
words, there were on June 30, 1929, 
17,929 banks in the United States cap- 
italized at less than $100,000 each. The 
total number of banks was 24,912 which 
leaves only 6983 banks in the United 
States having a capital of $100,000 and 
above, and nearly half of these have 
only $100,000 capital As has been 
shown, practically all of these small 
banks are in cities and) towns having a 
population of less than 10,000. 

“The only method by which the mini- 
mum capital could be raised to $100,- 
000 would be to bring about the forced 
merger or consolidation of about 18,000 
country banks probably reducing their 
number to about 6000. In the absence 
of branch banking these new banks 
would be in widely separated communi- 
ties and that community would be fav- 
ored in which the bank was actually 
situated, whereas the other communities 
would have to suffer the inconvenience 
of traveling to and from a distant bank 
or suffer the deprivation of all banking 
services. 

“In discussing the question of the re- 
duction in the number of country banks 
there should be borne in mind the dan- 
ger of giving a single local bank a 
monopoly upon the banking business of 
an entire community. 
theory that no country bank should 
possess less than $100,000 paid-in cap- 
ital, we must immediately face the con- 
clusion that in order to provide enough 
business to support a country bank of 
that size it would be necessary in many 
cases for it to be the only bank in the 
community. Monopoly of bank credit 
is more easily attained under our bank- 
ing system upon a small scale than upon 
a large one. In a large city there are 
more likely to be several banks in com- 
petition, but the condition has already 
arrived in several of the small cities 
where there is only one bank left in the 
community. This condition never op- 
erates to the best interests of the com- 
munity as a whole. Should we, there- 
fore, adopt the expedient of reducing 


If we accept the 


the number of banks by increasing the 
minimum, capital to '$100,000, the credit 
of hundreds of separate communities 
would be in the control respectively of 
single independent local banks which 
would operate without any local com- 
petition.” 


And yet, the Comptroller himself 
states that for the eight-year period, 
ending with 1927, 71 per cent. of the 
national and state banks that failed 
were capitalized below $50,000 each, 
and 88 per cent. under $100,000. Most 
significant of all, “By far the largest 
number of failures occurred among 
banks having $25,000 capital or less, 
these constituting 63 per cent. of the 
failures.” 

In other words, it is among the banks 
with the smallest capital that failures 
are most frequent. And for this there 
are several good reasons. The larger 
the capital of a bank the greater its op 
portunity for diversifying loans, or if 
desired, to make larger loans to a single 
concern of undisputed credit standing. 
Larger capital means lessened depen- 
dence upon deposits as a source of lend- 
ing power, and also permits of wider 
investments for secondary reserve put- 
poses. Again, the larger the bank the 
more likely is it to attract the most 
desirable accounts, and to secure better 
services from its staff. 

The notion that the bank of larger 
capital, with its superior strength, can’ 
not compete with the weaker bank of 
smaller capital is contrary to all known 
business principles. 

That a minimum capital requirement 
of $100,000 would deprive some com 
munities of needed banking services 1s 
not an adequate reason for failing to 
strengthen the existing banks. The 
Comptroller tells us that of the failures 
occurring in the eight-year period end 
ing with 1927, 40 per cent. were in 
towns of less than 500 population, and 
an additional 20 per cent. in towns of 
from 1000 to 2500 population. It 
would appear that most of these places 
—perhaps all of them—were too small 
to require banking services; such as 
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they require could be provided by the 
postal savings bank or by the banking- 
by-mail facilities now commonly offered. 
Besides, with the automobile, the ma- 
jority of these small towns would now 
be in easy reach of larger places where 
banks with adequate capital would be 
found. 

While it by no means follows, as the 
Comptroller contends, that the increase 
of banking capital to a minimum of 
$100,000 would result in any such re- 
duction in the total number of banks 
such as he foresees, even if it did have 
that result the price would be none too 
great to pay for safer banking. The 
lack of competition which the Comp- 
troller fears is probably largely imagi- 
nary, for any decrease in the number 
of smaller banks would make the more 
room for those of larger capital. 

Nor is the Comptroller any more 
friendly toward the proposed develop- 
ment of closer relations between country 
banks and their metropolitan  corre- 
spondents as a remedy for the country 
bank situation. He says: 


“There has grown up over a long 
period of years the present system of 


bank correspondents in the United 
States. As a general rule the country 
bank is a correspondent of some New 
York bank as well as of other metro- 
politan banks in the large commercial 
centers. It is a business relationship 
which facilitates the interchange of 
credit and, with respect to New York 
City, large deposits of country banks 
are from time to time carried with the 
New York banks for temporary invest- 
ment. Disregarding, however, the op- 
eration of depositing money on call in 
New York, the normal relationship be- 
tween the country bank and its city 
correspondent may be reduced to about 
four elements: First, the deposit carried 
with the city bank upon which interest 
is paid to the country bank; second, the 
Opportunity afforded to the country 
ank to purchase securities from or 
upon the advice of the city bank; third, 
the privilege given the country bank of 
borrowing from the city bank; fourth, 


the opportunity afforded the country 
bank of seeking the direction and 
guidance of the city bank in questions 
of bank policy and bank management. 

“It is the last of these relationships 
which it is now proposed should be de- 
veloped more concretely to the advan- 
tage of the country bank. In this con- 
nection, however, it should be observed 
that a single country bank may have 
city correspondents in several cities. To 
which of these correspondents should 
the country bank attach itself—to New 
York City, for example, or to St. Louis? 

“It should also be observed that the 
correspondent relationship is purely 
voluntary and therefore not enforce- 
able as a banking policy. There is no 
responsibility upon the metropolitan 
bank for the policies and operating 
methods of its country correspondents. 
Neither is there any obligation on the 
country bank to accept the advice of 
its city correspondent. On the con- 
trary, experience has shown that the 
country banks feel completely inde- 
pendent of their city correspondents, 
being free at all times to change from 
one bank to another. There is more 
concern upon the part of the city bank 
to hold the business of its country cor- 
respondents than upon the part of 
country banks to embrace the tutelage 
of the city bank. 

“The system of correspondent banks 
has been in full force and effect 
throughout the post-war period in which 
we have witnessed small bank failures 
at the rate of more than 500 a year. 
Each of these failed banks was a cor- 
respondent of a New York metropolitan 
bank and of other metropolitan banks. 
There was no obligation on these city 
banks to protect the local depositors of 
their country correspondents, and no 
such efforts were expected to be made. 
The correspondent relationship is strictly 
a business transaction in which each 
party receives some advantage. It can 
easily be understood how a constructive 
intensification of this relationship, es- 
pecially upon the side of bank policy 
and bank management, might prove of 
great benefit to the country banks, but 
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I do not see how the development of 
such a relationship would prove any 
positive protection to country bank de- 
positors in case the country corre- 
spondent became insolvent. In such a 
case the burden would have to be borne 
as it is borne now, by the community 
in which the country bank operates. It 
would not be transferred to the broader 
shoulders of the metropolitan city cor- 
respondent. 

“The city banks are naturally inter- 
ested in the policies and management 
of their country correspondents but the 
amount of interest taken and the amount 
of constructive advice’ given in each 
case depends upon the value of the ac- 
count of the country bank. The credit 
accommodation extended by the city 
bank is based largely on the credit bal- 
ance maintained with it by the country 
bank.” 


While the relations between the 
country banks and their metropolitan 
correspondents have thus far been 


about as above stated, it by no means 
follows that these relations are incapable 


of great improvement. One leading 
New York bank, at least, is now taking 
active steps in this direction. As these 
correspondent relations are of value to 
the metropolitan bank, it can hardly 
wish them to be diminished by an ex- 
cessive rate of bank mortality. Nor 
does the metropolitan bank wish to be 
tied up with banks likely to fail, for 
such failure reflects no credit on the 
city correspondent, and may result in 
actual loss. 

Better bank management as a remedy 
for our present banking situation does 
not appeal to the Comptroller. On this 
point he says: 


“The remedy most frequently sug- 
gested for the failure of small banks is 
the inauguration of better management. 
The principal advocates of this remedy 
are those familiar with or engaged in 
banking as it is carried on by the large 
city banks. Their study of the small 
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bank situation—especially the 
country banks—has shown certain 
weaknesses in management, such as 
lack of a sound and definite loan policy; 
the lack of adequate credit information; 
the failure to build up an adequate 
liquid secondary reserve of securities; a 
lack of adequate knowledge of the se 
curities market; the failure to obtain a 
diversification of loans, that is to say, 
too great a proportion of the loans are 
made upon the same class of security 
or credit. 

“No one who has made a compre- 
hensive study of small country banks 
can deny that the above conditions ex- 
ist. Their chief significance, however, 
lies in their comparison with the opera 
tions of the metropolitan banks. It has 
never been convincingly pointed out ex- 
actly how these small country banks 
could adopt these more approved 
methods of banking. Educational cam- 
paigns have been suggested as a means 
of bringing the situation home to the 
country banker. In fact, discussion of 
improving country bank management 
has been going on for the last ten years 
with no very gratifying results. 

“The truth of the matter is that there 
has been developed in the United States, 
under the same banking laws, two def- 
inite types of banking, namely, that 
carried on by the small country bank 
and that of the large city bank. The 
independent country bank situated in 
small towns and villages and serving a 
limited area, rural in character, is neces’ 
sarily restricted to only a limited type 
of banking. 

“On the other hand the metropolitan 
city bank has become a most complex 
instrumentality of finance. It does 
everything that the country bank could 
do and engages in a multitude of ac 
tivities besides. It employs a large pet’ 
sonnel and establishes different depart 
ments, each under the administration of 
an expert in that field. The president 
of a metropolitan bank is in the posi 
tion of an executive of a great business, 
supervising and directing the operations 
of its various departments. 
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“A mere mention of the departments 
of such a bank conveys some idea of the 
magnitude of its operations and of the 
great diversification of its business. 
There is the commercial department, 
embracing commercial deposits and 
commercial loans with ramifications of 
management and procedure including 
the work of the loan committee and the 
executive committee; the savings de- 
partment, which embraces the opera- 
tions of a savings bank; the trust de- 
partment, with all of its complicated 
mechanism for the administration} of 
every type of fiduciary business, which 
has in recent years become one of the 
major activities of modern city bank- 
ing; the securities department, through 
which eligible securities are bought and 
sold—a business which has grown to 
tremendous proportions since the war; 
the publicity department, which takes 
care of advertising and of giving the 
public news from time to time with re- 
spect to the operations of the bank; 
the new business department, which cen- 
ters its attention on the question of new 
business for the bank in all of its de- 
partments; the foreign department, 
which issues letters of credit, foreign 
exchange and conducts other foreign 
business. Some banks have a women’s 
department and a school savings de- 
partment, 

“How can we compare the operations 
of such a bank (with resources above 
$50,000,000, in addition to its adminis- 
tration of many millions of trust assets) 
with a country bank pf $250,000 of re- 
sources in a town of 1000 population? 
To invite the small bank to adopt the 
eficient methods of the large city bank 
would be to ask it to lift itself by. its 
own bootstraps. As a remedy }for 
country bank failures the establishment 
ot improved banking methods is theoret- 
ically sound but impossible practically 
of gencral realization. The business is 
too small in volume, too limited in di- 
versity and too circumscribed geograph- 
ically t create a normal motive for the 
establishment of the high type of man- 
ageme”* possessed by the city banks.” 


Now, it could not be expected that 
the country banker could have all the 
varied experiences appertaining to the 
great institutions in our leading cities. 
Many of the services required in the 
city bank are not called for in the 
country bank. But within his special 
sphere of activity the country banker 
can be just as efficient as his city 
brother. From the very nature of his 
business he has to be a keen judge of 
credits. The city banker knows col- 
lateral. The country banker knows 
men. 

As to the Comptroller's advocacy of 
branch banking, little need be added to 
what has been said in these’ pages in 
previous months. The branch system 
has merits that could be made to ap- 
pear without disparaging the existing 
system of banks and practically ignor- 
ing the immense services they have 
rendered in making possible the aston- 
ishing community development of the 
United States. To change from our 
present system of thousands of inde- 
pendent local banks to one where all 
the banks will be owned and operated 
by a few great institutions in the large 
cities is a step of profound importance, 
not to the banks only, but to the people 
of the country. Before this step is 
irrevocably taken full consideration 
should be given to its probable effects. 
Even for the actual or theoretical sound- 
ness of branch banking we may pay 
too great a price. In a statement made 
by Henry M. Dawes, Comptroller of 
the Currency, in his Annual Report 
for 1923, it was well said: 


“If the sudden creation of a great 
branch banking system resulted in with- 
drawing funds from the support of 
rural communities in order that they 
may be invested in self-liquidating com- 
mercial paper originating elsewhere, 
then it will be true that sound abstract 
banking principles will have been ap- 
plied, but at a cost to the future de- 
velopment of the rural communities 
that will far outweigh any advantages 
that may be gained.” 
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UNIT BANKING NOT SO BAD 
AFTER ALL 


troller of the Currency it is said 

that we are not now in a period 
that can be looked on as of the past. 
And yet one cannot escape the con- 
clusion that a large part of recent bank- 
ing troubles are an aftermath of the 
inflationary war period. Farming was 
over-stimulated during the war, and 
after the end of war there was a brief 
period of excessive inflation. It is a 
fair inference that many banks have 
failed because of the situation then 
created, and that better times might tell 
a different story. 

Comptroller Pole’s statement puts 
the small unit bank in a bad light. But 
take the national banks as a whole, and 
it will be found that their record is not 
so bad. From the date of the first 
failure of a national bank in 1865 to 
the close of October 31, 1928, a total 
of 782 receiverships had been finally 
closed, and the average of claims paid 
was 72.36 per cent. If offsets, loans 
paid and other disbursements were in- 
cluded in this calculation, the disburse- 
ments to creditors would show an aver- 
age of 80.57 per cent. Counting all 
the advantages of unit banks in de- 
veloping their respective communities, 
it can hardly be said that the price paid 
for them has been too high. 

It may be that the day of the small 
unit! banks has passed. As a matter of 
fact, holding companies, groups and 
chains have already largely changed our 
banking organization, while nation-wide 
branch banking is now in prospect. 

Of this situation the bankers of the 
country should take note, nor should 
the people be unmindful of what is 
being done. 

One may be permitted to doubt 
whether branch banking as practiced 
generally in other countries will be 
suited to the habits and traditions of 
our people. And it may be, of course, 
that branch banking here will develop 
on different lines The holding com- 
pany, properly organized and super- 


ik the statement made by the Comp- 


vised, by acquiring a number of banks, 
might furnish this different type of 
branch banking. At any rate, in view 
of what is taking place, it might be 
well to await its results, and to study 
them in the light of further experience, 
Possibly, a natural banking develop. 
ment may be productive of something 
quite as valuable as anything that may 
be devised at Washington. 

Finally, in order to confer upon the 
country as a whole the great blessings 
of metropolitan banking, it is unneces- 
sary to seek to destroy the character of 
the unit banks. They have rendered a 
great service to the people of the United 
States. If in a period of seventy-five 
years the branches of metropolitan 
banks, should they be established 
throughout the country, can show as 
good a record, it will be a source of 
great satisfaction. 


DIFFICULTIES IN THE WAY OF 
BRANCH BANKING 


SSUMING that the advocates of 
nation-wide branch banking are to 


be successful, as now _ seems 
probable, this revolutionary departure 
from our banking history is bound, at 
the outset at least, to encounter some 
very serious obstacles. 

As the declared policy of the Mc 
Fadden Act was to limit the extension 
of branch banking, while actually seek 
ing to extend it, so now the proposal to 
circumscribe branch banking to certain 
trade areas may be considered as equally 
insincere. What the proponents of 
branch banking really have in mind is 


its extension throughout the country, § 


with the result that in time all the 
banks, outside the larger cities, will be 
branches of the big banks in New York 
and a few other large financial centers. 

If we are to have general branch 
banking, as now seems probable, it 
would be far better to have it develop 
in this way than to permit its develop 
ment through a multitude of banks lo 
cated in the smaller cities of the coun’ 
try. One object of branch banking 1 
to afford the rural communities the su’ 
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perior skill and strength of the great 
metropolitan banks. This end cannot 
be attained unless the authority to es- 
tablish branches generally be granted 
only to the big banks in a few of the 
financial centers of the country. A 
multiplicity of branches will call for 
large capital equipment, larger than 
that now possessed by all but a few 
banks in the country. It will also tax 
the management of even the largest 
banks, for they will be called on to 
meet problems with which they are un- 
familiar. For with all his superior 
skill, the great city banker has not been 
accustomed to managing thousands of 
country banks with their diverse prob- 
lems. He will have much to learn in 
this respect. This difficulty may be 
surmounted by employing local bank 
oficers as branch managers instead of 
taking the latter from the head office 
in the city. 

Another difficulty to be encountered, 
which is legislative rather than admin- 
istrative, lies in the proposal to limit 
the establishment of branches to the 
trade area of the parent bank. This 
idea of a trade area seems to be con- 
fined chiefly to Washington. Most of 
the leading cities of the country scorn 
any such circumscription of their ac- 
tivities. Theirs is the whole country. 
What, for example, is the trade area of 
New York or Chicago? And even 
theoretical trade areas are bound to run 
into each other: St. Louis and Chicago, 
Kansas City and St. Louis, and so on. 
The growth of communication between 
all sections of the country renders any 
attempt to limit banking spheres absurd. 
Outside of Washington no such pro- 
posal could possibly originate. 

Once these preliminary difficulties are 
disposed of, new ones will crop up. We 
have yet to learn how the branch bank 
will fare, especially at the beginning of 
its career, in competition with the es- 
tablished unit bank. The experiences 
with state-wide branch banking do not 
tend to show that the branch bank has 
clear sailing by any means. It is, in 
some -ases, looked on as an interloper, 
and treated accordingly. In time the 
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branches may make their way, but the 
habits, traditions and prejudices of the 
people in dealing with banks are not 
easily broken down. At first, and per- 
haps for a long time, the city bank is 
apt to be looked on with suspicion, 
despite its superior strength and abler 
management. 

No doubt all these difficulties can be 
overcome, but if the city banks con- 
templating going into general branch 
banking do not take them into account, 
they may find the path to success less 
alluring than it now appears. 

These considerations point to the ne- 
cessity for developing branch banking 
on lines other than those found appli- 
cable to other countries. It may be 
that group banking carried on by hold- 
ing companies properly organized and 
managed—an end to be secured by 
legislation and official supervision— 
might provide the desired banking 
strength and skill without the entire 
sacrifice of local identity and free from 
the difficulties that the foreign type of 
branch banking seems certain to en- 
counter. 

By many group banking is looked on 
as a first step in the direction of branch 
banking. With further experience it 
may be found that the second step need 
not be taken. 


EXPENDITURES FOR WAR AND 
PEACE 


den, Chancellor of the Exchequer, 

in London, it was pointed out that 
“The nations of Europe are spending 
annually on armaments $2,600,000,000. 
The world expenditure for this pur- 
pose is $4,500,000,000, of which 60 
per cent. is spent by European coun- 
tries, about 20 per cent. by the United 
States and 20 per cent. by the rest of 
the world.” Mr. Snowden went on to 
speculate as to the result that would 
follow if such huge sums could be de- 
voted to industrial development. “If,” 
he said, “the incredible sums we had to 
provide for the wasteful purposes of 
war could have been devoted to na- 


[: a recent speech by Philip Snow- 
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tional development, how different things 
could be. It passes the power of the 
most imaginative mind to conceive 
what prosperity and happiness could be 
added to the world if we could divert 
our efforts and resources, now so largely 
wasted in the barbarous and inhuman 
obsession of war, to the advancement 
of human wealth.” 

Could this dream be realized, it 
would probably constitute a more ef- 
fectual preventive of war than all the 
pacts and disarmament schemes that 
have sprung from the fertile brains of 
the professional pacifists. As present 
wars are due to economic causes, the 
application of war outlays to industrial 
development might so improve economic 
conditions as to shut up the most 
prolific source of armed conflicts. How 
this is to be done Mr. Snowden did 


not say. 


FINAL CHAPTER IN THE HIS- 
TORY OF BANK DEPOSIT 
GUARANTY 


EBRASKA is the last of a num- 
ber of states to give up the at- 
tempt to guarantee the safety of 

bank deposits by means of a general 
fund contributed by the banks. As the 
Nebraska law was rather carefully 
drawn, it seems reasonable to conclude 
that its failure was due to the fact that 
the principle itself was unsound. The 
fact that a number of other states after 
trying the plan have abandoned it adds 
strength to this conclusion. 

The principle involved is neverthe- 
less as old as the hills. It probably 
dates back to a distant time in China. 
New York tried it about 1831, the plan 
at first being for the protection of note- 
holders only. Its failure in that state 
was attributed to the extension of the 
guaranty to depositors. 

Very likely a heavy enough tax could 
be imposed on solvent banks to provide 
for the payment of losses of insolvent 
banks. But to be just, the insurers 


ought to have very close supervision, 
practically amounting to control, of the 
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banks whose losses they may be called 
on to make good. Effective clearing: 
house supervision exercises such control, 
to a considerable degree, without guar- 
anteeing deposits, thus indicating that 
where sound management is preserved 
deposit guaranty is unnecessary. 

Even with the evidence before us of 
the unsoundness of the scheme for guar- 
anteeing bank deposits, the believers in 
it are likely to be heard from again. 
Only lately a bill was introduced in 
the House of Representatives which 
proposes that after July 1, 1930, all 
national banks shall carry insurance for 
the benefit of their creditors against loss 
to an amount equal to the amount of 
their capital stock, which shall be in 
lieu of all stockholders’ double liability. 
The bill provides further that any na- 
tional bank organized before July 1, 
1930, may relieve its stockholders of 
their double liability by taking out such 
insurance and maintaining the same. 
The effect of this measure would be to 
relieve individual shareholders of na- 
tional banks of liability to assessments 
of their shares to meet losses through 
insolvency of the banks. Since in many 
cases these shareholders are unable to 
pay their assessments, this plan might 
result in a higher rate of recovery than 
is now possible. At any rate, this would 
be true provided the insuring company 
should prove equal to meeting the 
losses for which it had become respon: 
sible. 

The purchase of banks by holding 
companies relieves the shareholder of 
bank stock from his double liability. 
If the shareholder exchanges his bank 
stock for shares of the holding com 
pany, the double liability will pass from 
the individual holder to the holding 
company. While the holder of stock 
in the latter will still be the loser, the 
loss will not fall on him so directly. 

In view of this transfer of respon: 
sibility, it is essential to know that the 
companies holding bank stocks are at 
least as responsible financially and 
legally as are the individual shareholders 
of banks. 
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The financial district of San Francisco. This is the fourth of a new series of etchings 
by Anton Schutz which will appear in THE BANKERS MaGaZzINE in 1930. 
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THE RESTLESS AGE 
Liston to periods in the world’s 


history have been characterized 

by names supposed to be more 
or less appropriate. Applying this same 
principle, the present might fittingly be 
called the restless age. Whether to 
look upon this turmoil as the harbinger 
of progress or the portent of disaster is 
not very clear. What is the cause of 
the stir? What its aim? If it arises from 
discontent with the present social or- 
ganization, what better type is to sup- 
plant it? To propound these questions 
is easier than to answer them. 

But that the unrest spoken of exists 
is too evident for denial. Russia, China, 
Spain, India, the Philippines, Haiti, 
Santo Domingo—-even here at home, 
the prohibition muddle, unemployment, 
etc., to say nothing of the speculative 
hysteria from which the country has so 
recently been delivered. At the base 


this discontent is probably economic, 
but seeks to make itself felt by means 
of political action. 


But there is dis- 
content outside the material realm, as 
witness the growing dissatisfaction with 
religion of the orthodox type. This dis- 
satisfaction is by no means confined to 
Russia. It exists in England and in the 
United States. The churches have been 
so largely occupied in enforcing belief 
in outworn creeds and dogmas, and in 
pointing the way to heaven instead of 
helping men to live peacefully together 
here on earth, that faith in them is be- 
ing undermined. 

If the prevailing unrest springs from 


regarded as the forerunner of wise ac- 
tion; but the unrest seems greatest 
where intelligence—or at least educa- 
tion—is lowest. Perhaps this discon- 
tent may represent what has been some- 
what vaguely styled the common sense 
of mankind, something to which some 
philosophers have ascribed the acme of 
human wisdom. The masses of man- 
kind may feel that things are not as 
they should be, and are blindly groping 
for a way of making them better. This 
state of things is something which the 
statesmen, the banker and the indus- 
trialist may well regard with deep con- 
cern. 

Probably the great business establish- 
ments of this country are doing more 
than the statesman and the moralist to 
remove any real grounds for discontent 
that may exist among the masses of 
mankind. By scientific research, skillful 
management and humane methods of 
operation, they are disseminating pros’ 
perity and comfort to a degree never 
known anywhere at any time. Not 
only that, but by ethical methods in 
the conduct of their establishments they 
are exemplifying the wisdom of main- 
taining a high moral standard as one 
of the fundamentals of sound business 
enterprise. 

Doubtless, the present era of unrest 
has been intensified by the immense 
losses incident to the Great War, whose 
ill-effects have by no means disappeared. 
Should this be the case, it may result 
in stimulating the search for permanent 
peace—a quest thus far apparently 


the spread of intelligence, it could be rather barren. 





“Count 100 Before You Say It!” 


An Impulsive Defense of the Things That Are Ours Is Com” 
mendable — But Not Always Best 


By I. I. SPERLING 


Assistant Vice-president, Cleveland Trust Company, Cleveland, Ohio 


work in a bank some friend whose 
account I brought in or a new 
acquaintance will say with a pleasant 
but significant smile: “I've got a bone 


F woe once in a while because I 


to pick with you 
about your bank.” 

You've had them 
tell you that, haven’t 
you? Of course, no 
matter what business 
you'd be in you'd 
gt this. If you 
worked in a depart- 
nent store it’d be one 
thing or another — 
deliveries, prices, etc. 

“Well,” I smile 
back, ““what’s all the 
shootin’ about?” 

Angry recollection 
begins to straighten 
out the smile. 

“Well, I was in 
your bank yesterday 
and although I told 
the teller I was a 
customer at one of 
the branches, he in- 
sisted on making me 
identify myself be- 
lore he'd cash my 
check, and he was 
quite snippy about 
it.” (This last as an 
afterthought.) Or 
you've probably heard 
rom a customer who 
got the statement of 
another customer of 


the same name by mistake. 
lw who may have had to wait his 
turn on a busy day in the lobby. 

There are dozens of imaginary or 
highly magnified trivial occurrences and 


HERE are dozens of imagi- 

nary or highly magnified 
trivial occurrences in the con- 
duct of the banking business, 
which cause justifiable reasons 
for resentment in the minds of 
customers. The first impulse 
of loyal people is to jump to 
a vigorous defense of the things 
that are theirs. But while this 
is commendable it is not always 
best. Personal satisfaction is 
too costly many times. I’ve 
never found it necessary, says 
Mr. Sperling, to get angry or, 
on the other hand, to be servile 
or apologetic. Here’s what I 
smilingly say to Cousin Jake 
or Aunt Arabella; you can vary 
it to suit the case: “You know 
the millennium is not yet. Every 
big corporation employing hun- 
dreds of people can’t avoid 
having a few people who are 
new and inexverienced and per- 
haps even unsuited to their par- 
ticular jobs. You can’t get 
away from it. You’ve probably 
had the annoyance of a wrong 
delivery from a store at the 
most vexatious time; sometimes 
even Uncle Sam’s mailman 
makes mistakes. Human beings, 
including bank employes, are 
not infallible.” 


Or the fel- 


fallible. 


some justifiable reasons for resentment 
in the minds of customers. 

The first natural impulse of loyal 
people is to jump to a vigorous defense 
of the things that are ours. But while 


this is commendable 
it is not always best. 
Personal satisfaction 
is too costly many 
times. 

What do I say un- 
der such circum 
stances? Well, if it’s 
any help to you, I'll 
tell you. 

I've never found it 
necessary to get angry 
or, on the other hand, 
to be servile or apolo- 
getic. 

Here’s what I smil- 
ingly say to Cousin 
Jake or Aunt Ara- 
bella; you can vary 
it to suit the case: 

“You know the 
millennium is not 
yet. Every big cor- 
poration employing 
hundreds of people 
can’t avoid having a 
few people who are 
new and_inexperi- 
enced and _ perhaps 
even unsuited to 
their particular jobs. 
You can’t get away 
from it. You've prob- 
ably had the annoy- 
ance of a wrong de- 


livery from a store at the most vexatious 
time; sometimes even Uncle Sam’s mail- 
man makes mistakes. 
including bank employes, are not in- 


Human beings, 


475 





476 


“Then as to courtesy. Of course our 
people are all told to be polite. But 
you were probably indignant at the 
time (which was natural) and per- 
fectly harmless answers have a habit of 
outlining themselves in red when a 
person’s angry. And perhaps the teller 
was forgetting that it wasn’t part of his 
job to carry an argument to great 
lengths simply to gain a point of per- 
sonal satisfaction.” And about this 
point the lines of offended pride begin 
to leave the plaintiff's mouth, you both 
smile, have another soda water and pick 
up the bridge hand you overlooked dur- 
ing your conversation. 

Colonel Leonard P. Ayres has traced 
the course of public relations by means 
of slogans which have been used by 
business during various periods. 

For example, he found that the in- 
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different attitude of business years ago 
was expressed by the then current 
phrase “Let the buyer beware.” He 
follows this through the stages of ruth- 
lessness expressed by “Business is busi- 
ness;” of servility expressed by “The 
customer is always right” and to the 
present mutual attitude, “A satisfied 
customer is our best advertisement.” 

A story is told of Lord Chesterfield 
(not the cigarette, but the model of 
English manners). A lady offended at 
him said: “Sir, you are not a gentle- 
man!” 

“Madam,” he replied, “you are not 
a judge.” 

The only way he could have improved 
the retort, says a writer in System, 
would have been to think it without 
permitting himself the satisfaction of 
saying it. 


Central Hanover Georgia Correspondents 
Meet in Atlanta 


HE recent convention in Atlanta 
of Georgia correspondent banks of 


the Central Hanover Bank and 
Trust Company, New York, was an in- 
teresting experiment in decentralization 
in the sense that instead of following 
established practice and calling a con- 
vention in New York, Central Hanover 
left its home city and went to a con- 
venient point which could easily be 
reached by its correspondents. 

The plan has many things to com- 
mend it. It is obviously economical and 
at the same time nothing is sacrificed in 
efficiency. All of those interested are 
brought together, the opportunities for 
discussion are quite as good as, if not 
better than, if the convention had been 
held in New York, and the officers sent 
South by Central Hanover were respon- 
sible representatives of the company, 
fully able to carry out the plans of a 
meeting of this character, and desirous 
of obtaining a clear view of local con- 
ditions. 

There are other advantages, not the 
least of which is in making effective the 
established policy of Central Hanover 


to maintain close contact with its corre- 
spondents. Furthermore, a convention 
such as the one just held enables bank- 
ers from a distant state to get a close-up 
view of local conditions, they are able 
to sense trends more accurately than 
otherwise and there was abundant evi- 
dence that representatives of corre: 
spondent banks, feeling at home in their 
own state, were much less reluctant to 
take part in discussion than they would 
have been in a.strange city and a for: 
eign environment. 

This latter situation was well illus- 
trated by the interest of those attending 
the convention. Central Hanover offi- 
cials had feared there might be some 
reluctance on the part of its Georgia 
friends to take the floor, and they had 
planned to take the initiative in de’ 
veloping discussion and maintaining it. 
As a matter of fact from one to five 
on the afternoon of February 27, the 
period given up to discussion, the in 
itiative was taken entirely by the 
Georgian bankers and fully maintained 
until the meeting closed for lack of 
more time. 





International Trend of Interest Rates 
Downward Trend Throughout the World Bodes Well for Future 


Business Development 


By A. WELLINGTON TAYLOR 


Dean, Graduate School of Business Administration, New York University 


discount rate was lowered more than 


in industrial progress and human once. While the discount rate is con- 


(Cn ind plays so large a part 


welfare that 


ing the factors de- 
termining the future 
trend of business 
development. An 
adequate supply of 
capital is a goo 
omen for the future 
and the index of 
favorable and unfav- 
orable capital supply 
is found in the pre- 
vailing interest rates. 
Since capital is one 
of the most mobile 
factors in industry, 
it is not sufficient to 
consider interest rates 
locally or in a re- 
stricted area; they 
must be viewed from 
a world point of 
view. 

It is significant, 
therefore, that in the 
last two months the 
trend of interest 
rates throughout the 
world, with the ex- 
ception of South 
America, has been 
downward. During 
the last few months 
the large central 
banks of leading 
countries have all re- 
duced their discount 


is difficult to 
over-estimate its importance in evaluat- 


N November, 1929, the excess 
of our gold exports over im- 
ports amounted to more than 
twenty-three million dollars as 
contrasted with a net gold im- 
port of more than seventeen 
and a half million dollars in 
the preceding month. The out- 
ward movement of gold con- 
tinued throughout December, 
during which month almost 
sixty-four and a half million 
in gold was exported from the 
United States. The outflow of 
gold from this country, even if 
it should continue during 1930, 
does not constitute a menace to 
the credit basis of the country, 
for it is generally conceded that 
the United States has what is 
called a surplus of gold. On 
the other hand the outflow of 
gold from the United States to 
Europe will undoubtedly have 
a beneficial effect on the future 
movement of interest rates, and 
if we should assume our role of 
a lender of long-term capital, 
one may’ expect continued low 
interest rates and a stimulation 
of business in the leading 
countries of the world. 


sidered a good indication of the trend 
of interest rates, it does not give a true 


and complete picture 
as to the actual con- 
dition of interest 
rates prevailing 
throughout the 
world. One must, 
therefore, take other 
rates into considera- 
tion in order to 
show more clearly 
the trend of the cost 
of capital. The table 
on page 478 shows 
the movement of the 
discount rate and of 
the acceptance rate in 
the leading countries. 

These figures in- 
dicate that the down- 
ward trend was not 
confined to the bank 
rates alone, but also 
to the commercial 
rates prevailing in 
the various countries 
of the world. 


REASONS FOR LOWER 
INTEREST RATE 


The decrease in 
the cost of money 
may properly be 
termed a return to 
normal interest rates. 
Shortly after the 


rates ind in some instances, as for ex- war, and before the stabilization of 


amp - the Federal Reserve Bank, the 


the exchange could exercise a lasting 


Bans .f England, the Nederlandische effect on the national economy of 


Ba: nd the Bank of Danzig, the 


the various countries, the high cost of 
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1929 


September 
October 
November 
December 
January (1930) 
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New York 


Federal 90-day 
Reserve banker's 
rate acceptances 
5% 
5% 
5% 
’% 
5-414 3354-4% 
4% 334-4 

4VY, 3% 


ENGLAND 


Discount 
rate 
5% 
5% 
5% 
6% 

65% 

5-5 

5 


Banker's 
acceptances Reichsbank discount 
3 months 


5.38 
5.47 
5.59 
6.13 
5.35 
4.76 


GERMANY 


rate 


Private 


rate 

7.39 
7.18 
7.18 
7.28 
6.89 
6.98 


February (1930) sage 


FRANCE 
Private 
Discount discount 
1929 rate rate 


34% 3.50 

3% 3.50 
September 3% 3.50 
October 3y% 3.50 
November 3% 3.50 
December 3% — 
January (1930).... 3%-3 — 


money represented the high cost of 
capital. In other words, there was 
a great shortage of capital throughout 
the world and, so long as this shortage 
lasted, interest rates were high. Thus 
for example, in Germany shortly after 
the stabilization of the currencies by 
the introduction of the Renten mark, 
interest rates were as high as 100 per 
cent. and more. This high rate of in- 
terest represented first the great short- 
age of capital prevailing in Germany, 
and second the unwillingness of the 
rest of the world to place capital funds 
in the German market. However, once 
the currency was stabilized on a sound 
basis the confidence in the currency 
was restored at home and abroad and 
the inflow of funds from _ outside 
sources, coupled with the accumula- 
tion of capital at home, brought about 
a gradual decrease in the rate of in- 
terest until toward the end of 1927 
interest rates in Germany were be- 
tween 5 and 6 per cent. 

It is in fact generally recognized 
by economists and students of finance 
that the rate of interest reflects the 
demand for and supply of capital in 
the community. Therefore, high in- 
terest rates, such as those which pre- 
vailed during the war and immediate 
post-war years, may be said to have 


4Vs — 
NETHERLANDS SWITZERLAND 


Private Private 

Discount discount Discount discount 
rate rate rate rate 
5 5.20 3% 3.19 
514 5.06 3, 3.33 
54, 5.36 34 3.38 
sy a15 34% 3.38 
5-44 4.26 3 a2 
4y 3.47 3% 3.15 
4Va-4 — 3, — 


been caused by a shortage of capital 
which was originally world-wide in 
scope. The demands for capital for 
reconstruction purposes exceeded the 
reduced volume of additional funds 
available on the capital market, re- 
sulting in higher interest rates all 
around. 

However, the high interest rate of 
1929 did not reflect any fundamental 
shortage of capital throughout the 
world. That was proven by the 
rapidity with which interest rates fell 
immediately after the break in the 
American stock market. A bad dis 
tribution of capital, rather than an 
actual capital shortage, brought about 
high interest rates. This result came 
about to a large extent as a result of 
the policy followed by banking authori’ 
ties in this country. 

From the end of the war to 1927, 
the secular trend of interest rates was 
downward. The United States was 
producing an excess of capital above 
its own needs, resulting in a capital 
export movement which helped fill the 
capital deficiencies of other countries. 
This movement was accentuated by the 
co-operation of the Federal Reserve Sys 
tem with foreign banking authorities, 
notably in the summer of 1927, when 
discount” rates were reduced to 3% 
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per cent. here to help European finan- 
cial recovery. 


ATTRACTION OF GOLD TO THE 
UNITED STATES 


The rising tide of speculation in 
this country turned the tide, however, 
and beginning with the spring of 1928 
the reserve banks followed a policy of 
tightening money rates through sell- 
ing open market holdings which quickly 
advanced money rates here. Higher 
money rates here began to attract 
gold and short term credits from abroad 
in large volume. Since Europe was 
not prepared to lose any large amount 
of gold to this country, central banks 
there began raising their rates in order 
to protect their gold reserves by mak- 
ing interest rates higher at home. 
Thus, high money rates in the United 
States, resulting from a_ speculative 
movement in security prices which 
brought forth special repressive action 
from the reserve authorities, was the 
chief cause of the sharp rise in world 
interest rates which, in 1929, under- 
mined business prosperity in several 
countries abroad and set back consider- 
ably the progress of many foreign 
countries toward post-war recovery and 
stabilization. The movement of the 
exchanges during the period that in- 
terest rates were high in New York 
may he seen from the table below. 

The rate changes shown indicate that 
the dollar in certain instances went 


above the gold point, with the result 
that large quantities of gold were im- 
ported into the United States. The 
movement of gold into the United 
States in 1929 may be seen from the 
table on the following page. 

The inflow of gold into the United 
States, on the other hand, forced the 
central banks of other major countries 
to increase their rate in order to pro- 
tect their exchanges and to protect 
the monetary stock of gold of their 
central banks. From the above dis- 
cussion it is clear, therefore, that the 
high rates of interest in the United 
States were primarily responsible for 
the like rates prevailing throughout the 
world. 


DOWNWARD TURN IN RATES 


As may be seen from the table 
showing foreign exchange movements, 
the return flow of funds to Europe 
took place even before the severe de- 
cline in stock exchange prices in the 
United States. With the decline in 
security prices in the United States 
the reason for high rates of interest 
immediately disappeared, with the re- 
sult that the discount rate of the 
Federal Reserve Bank of New York 
was lowered on November 1 from 6 
per cent. to 5 per cent., on November 
15 from 5 per cent. to 4'/2 per cent. 
and on February 6, 1930, to 4 per 
cent. The action of the Federal Re- 
serve banks was immediately followed 


ForEIGN ExCHANGES ON NEw York IN 1929 
(Monthly Average Rates in Cents Per Unit of Foreign Currency) 


England 
(Pound) 
Par Value 


January 
February 


Germany Holland Canada 
(Gold Mark) (Kronen) (Dollar) 


23.82 40.20 100.00 


23.7694 40.1096 99.7509 
23.7306 40.0190 99.6411 
23.7218 40.0535 99.4030 
23.7039 40.1409 99.2394 
23.7570 40.1984 99.3012 
23.8403 40.1512 99.1632 
23.8255 40.1362 99.4760 
23.8140 40.0597 99.4390 
23.8085 40.0897 99.2420 
23.8733 40.2511 98.8341 
23.9185 40.3523 98.3780 
23.9430 40.3569 99.0742 
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GoLtp MovEMENT IN 1929 
(In Thousands of Dollars) 


Imports 
England 
France 
Germany 
Canada 
Argentina 


All others 


by the action of the leading central 
banks. The Bank of England reduced 
its discount rate on October 31 from 
6!4 per cent. to 6 per cent., on Novem- 
ber 21 to 5'% per cent. and again on 
December 12 to 5 per cent. and on 
February 6 to 4/2 per cent. The 
Reichsbank reduced its rate from 7! 
per cent. to 7 per cent. on November 
2 and from 7 per cent. to 6% per 
cent. on January 14, 1930, while the 
Netherlands Bank made _ reductions 
from 5 per cent. to 5 per cent. on 
November 1, then to 4 per cent. on 
November 16 and finally to 4 per 
cent. on January 16, 1930. 

With the severe decline in stock 
exchange prices in the United States 
brokers’ loans were reduced by about 
50 per cent. from the high level of 
September, 1929, with the result that 
funds in New York accumulated 
rapidly and interest rates decreased 
sharply. The lowering of interest 
rates in New York immediately re- 
sulted in the movement of funds from 
the United States to foreign countries. 
This outflow of funds actually repre- 
sents two classes, first, the return of 
funds held by foreigners in the United 
States and second, the placement of 
new funds by American banks abroad. 
This return movement of funds from 
the United States to Europe had the 
opposite effect of the previous inflow 


+Import or 
—Export Balance 
21,086 +41,310 
65,381 —65,179 
2,384 +44,389 
390 +73,490 
—. +'72,478 
27,342 + 8,578 


Exports 


+175,066 


116,583 


of funds. The dollar in terms of 
other exchanges began to decline and 
in many instances went below the gold 
point, thereby making shipments of 
gold to Europe profitable. November 
was the first month since August, 
1929, to witness an excess of exports 
over imports of gold. In November 
the excess of gold exports amounted 
to $23,166,000 as contrasted with the 
net import of gold of $17,516,000 in 
October. The outward movement of 
gold continued throughout December, 
during which month about $64,426,000 
were exported from the United States. 
The outflow of gold from the United 
States, even if it should continue 
during 1930* does not constitute a 
menace to the credit basis of the coun- 
try, for it is generally conceded that 
the United States has what is called 
a surplus of gold. On the other hand, 
the outflow of gold from the United 
States to Europe will undoubtedly 
have a beneficial effect on the future 
movement of interest rates, and if the 
United States should assume its role as 
a lender of long-term capital, one may 
expect continued low interest rates and 
a stimulation of business in the leading 
countries of the world. 


*Preliminary figures for January, 1930, in 
dicate that both imports and exports were 
small, with exports greater by about $1, 
028,000. 





The World Comes Back 


History of the Last Ten Yéars Is the Record of the Re-establish- 
ment of Order from Chaos; of the Building of 
an Entirely New Economic Structure 


By OcpEN L. MILLs 
Under Secretary of the United States Treasury 


[es World War brought to a 


duction were stagnant. Unemployment 


definite end the world of the existed on a hitherto unheard of scale. 


Nineteenth Century, which but a 


short while ago seemed to us infinitely 
From the uni- 


stable and enduring. 
versal wreckage new 
forces were set free. 
The political, social 
and economic struc- 
ture. which _ had 
seemed so firmly 
fixed as to be sus- 
ceptible to but grad- 
ual changes, and had 
well-nigh disin- 
tegrated, began to 
take on new and 
highly flexible forms. 
The history of the 
last ten years is the 
record of the re 
establishment of or- 
der from chaos, of 
the building, _ pillar 
by pillar, of the 
foundation for a new 
structure, the  ulti- 
mate form and char- 
acter of which we 
cannot today visual- 
ize. At times, prog- 
ress has seemed pain- 
fully slow, the dif- 
ficulties insurmount- 
able, but, as we look 
back we cannot but 
marve! at the rate of 
recovery, 


_In 1920 and 1921, after a false and 
illusory industrial and trade revival, the 


E FIND today a world 

different indeed from the 
pre-war world, but, in the 
main, an ordered world. It is 
true that throughout our uni- 
verse there is much unrest and 
many unsolved problems; and 
that this new world is still in 
a plastic stage. But, even so, 
order has largely been restored 
and productive energies are 
everywhere at work; the on- 
ward march has been definitely 
resumed. We cannot afford to 
under-estimate, even in the 
economic sphere, the tremen- 
dous value of the growing sense 
of security, of the subsidence 
of war-born animosities and 
mistrust, of the ever-expanding 
realization of world solidarity. 
Nations have come to under- 
stand more and more that their 
own prosperity cannot be built 
up at the expense of the pros- 
perity of others, and that the 
well being of all is dependent 
on the economic health and 
stability of each. 


econo: :ic fortunes of the world were 


indee’ at a low ebb. 
unive:-illy true that industry and pro- 


It was almost 


Trade was lifeless. The budgets of the 
principal countries were unbalanced. 
Unsecured currencies fluctuated widely 


and created all man- 
ner of well-nigh in- 
soluble price and ex- 
change problems. A 
huge volume of inter- 
governmental debts, 
unsettled and un- 
funded, and a repa- 
rations bill of stag- 
gering dimensions 
constituted almost im- 
passable barriers to 
the restoration 
of credit and to 
budgetary, currency 
and exchange _ sta- 
bility. 

Let me illustrate: 
World trade, which 
in 1913 had attained 
a volume of approxi- 
mately 42 billion dol- 
lars a year, had, in 
1921, sunk to about 
31 billion in 1913 
dollars. In England, 
in 1920, there was a 
budgetary deficit of 
about a billion and a 
quarter dollars, while 
the pound sterling 
was worth but $3.66. 
In France, there was 


a budgetary deficit of about 38 billion 
francs, while the franc, which in 1919 


From an address before the National Re- 
publican Club of New York. 
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was still worth more than 13 cents, had 
fallen to 7 cents and was destined in 
1926 to fall to 2 cents; large regions 
were still literally devastated, with fac- 
tories destroyed, roads and railroads 
torn up, towns and villages mere piles 
of brick and stone. In Italy, there was 
a budgetary deficit of almost 8 billion 
lire, while the lira itself, which in 1919 
was still worth 11 cents, had fallen to 
about 4 cents and was to drop to 3 
cents. In Germany, financial chaos had 
begun, which was not to end until her 
currency: had become valueless and her 
entire governmental debt had been 
practically repudiated. Inter-govern- 
mental debts, exclusive of German repa- 
rations, reached at that time a stagger- 
ing total estimated at approximately 25 
billion dollars, while the reparation 
claims against Germany reached the 
fantastic figure of 136 billion gold 
marks. 

But, of course, the bare figures do 
not begin to tell the tale of human 
misery and bitterness which such condi- 
tions engendered. All of the old land- 
marks by which men charted their eco- 
nomic course had been swept away. 
Established values had ceased to exist. 
Men groped their way in the dark, un- 
able to see beyond the day. Ruin 
stared millions in the face, and the 
productive energies of the world seemed 
paralyzed. 


THE NEW WORLD OF TODAY 


And now let us move the hands of 
time ahead ten years. We find a world 
different from the pre-war world, but, 
in the main, an ordered one. It is true 
that in vast and multitudinous China 
there is division, disorder and distress; 
that Russia continues on an immense 
scale an economic and social experiment 
which seems to involve a disregard of 
past experience in this world and of 
future salvation in the next, the result 
of which it is impossible to foresee; 
that throughout our universe there is 
much unrest and many unsolved prob- 
lems; and that this New World is still 
in a plastic stage. But, even so, order 


has been in the main restored, and pro- 
ductive energies are everywhere at 
work; the onward march has _ been 
definitely resumed. For purposes of 
illustration, let me again turn to the 
same figures and factors in. a number of 
typical countries: The aggregate of 
world trade has grown from 43 billion 
dollars worth, in 1921, to 68 billion 
dollars in 1928; the foreign trade of the 
United States from about 7 billion dol- 
lars to over 9 billion; of Great Britain 
from somewhat over 7 billion dollars to 
almost 10 billion; of France from about 
4 billion dollars to about 5 billion; of 
Italy from about 1 billion to about 2 
billion; and of Germany from about 3 
billion to over 6 billion. In all of 
these countries, budgets can, generally 
speaking, be said to have been balanced, 
the gold standard or the gold exchange 
standard has been adopted and their 
currencies stabilized. In England, the 
unemployment has not as yet been 
solved, but, even so, there are many 
hundred thousand less unemployed than 
in 1921, and there has been a steady 
and gradual improvement in trade and 
industrial conditions. Italy, at one 
time well-nigh overwhelmed by social, 
economic and financial disorder, is now 
an efficient, strong and orderly modern 
state. France’s fundamental economic 
position is stronger than ever before. 
Her iron-ore productive capacity has 
doubled, as compared with pre-war, the 
annual coal output has been largely in- 
creased, and immense new resources in 
electric energy are being developed. 
The railway systems have been thor: 
oughly overhauled and improved. Manu 
facturing capacity has been notably 
augmented. The devastated regions 
have been fully restored, there is prac- 
tically no unemployment, and her fi 
nancial position is immensely strong. 
As a result of rationalization which 
has been accomplished in Germany's 
productive equipment, her present in- 
dustrial position shows marked basic 
improvement over earlier years. Dur’ 
ing 1929 financial conditions in that 
country were affected by a shortage of 
long-term funds. Although the influ 
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ence exerted by this situation on domes- 
tic business has been adverse, produc- 
tive activity has been maintained at a 
relatively high level and there has been 
marked increase in merchandise ex- 
ports, which, including deliveries in 
kind, resulted in a favorable balance of 
trade for Germany for the year. 


WHERE CIRCUMSTANCE COMPELLED 
SOLUTION 


It is much easier to state the stages 
of recovery than it is to analyze the 
causes. Underneath the surface, at all 
times natural recuperative forces were 
at work. After the devastating shock 
and period of immediate readjustment, 
men and women, no matter how un- 
satisfactory and hopeless conditions 
might seem, began the work of recon- 
struction. They had to. Sheer ne- 
cessity compelled them to sweep aside 
the debris and create conditions where 
living was possible, and as millions of 
men and women throughout the world 
assumed once more the prosaic duty of 
earning their livelihood, life, of course, 
tended to become more normal and the 
problems to be faced took on a clearer 
aspect. Moreover, it seems as if on 
many occasions the force of circum- 
stances, unyielding and stubborn facts, 
rather than human wisdom and fore: 
sight, compelled and brought forth a 
solution. Thus, a Dawes Plan was pre- 
ceded by the Ruhr invasion and the 
complete prostration of Germany, while 
stable currencies were not secured until, 
in spite of all experience, the possibili- 
ties of the printing press had been fully 
explored. Nevertheless, statesmanship 
did make some notable contributions. 
Everything didn’t just happen; some 
things were brought about. 

Inter governmental debts were settled 
and funded on a basis which permits 
their !'yuidation without too great hard- 
ship 1 the debtor countries, or too 
seriou» a burden on the exchanges. 
Debts igregating over $18,600,000,000, 
on th effective dates of funding agree- 
ment: were scaled down to a present 
valu approximately $'7,500,000,000, 


on a 5 per cent. basis. It has always 
seemed to me that all debt discussions 
gave too little consideration to future 
possibilities and laid too much emphasis 
on present difficulties. Mr. Hoover, 
when Secretary of Commerce, once 
pointed out that, prior to\the war, the 
rest of the world owed the principal 
countries of Europe some 30 billion 
dollars, and that it found no difficulty 
in meeting the interest on this huge ob- 
ligation. True, this indebtedness rep- 
resented a growth of forty years. In 
other words, it grew gradually, per- 


OcpEN MILLs 


Under Secretary of the United States 
Treasury. 


mitting international trade and finance 
readily to adjust itself to the changing 
conditions. But when one considers 
the enormous increase of productive 
power in the United States in the course 
of the last few years, anyone must 
hesitate to speculate on the possibilities 
of increased world production which 
the next quarter of a century may wit- 
ness. In the old days, international 
trade doubled every twenty years, and 
that rate of growth seems to have been 
restored. Given increased production 
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and a very much larger volume of in- 
ternational trade, it is not unfair to 
assume that the future burdens of these 
international payments will be much 
lighter than has frequently been claimed. 


THE DAWES AND YOUNG PLANS 


It is hard to estimate the contribu- 
tion to European economy made by the 
Dawes Plan, ultimately followed by the 
Young Plan. It permitted a nation of 
60,000,000 highly intelligent, well or- 
ganized and industrious people to put 
their house in order and to resume 
their normal place in the economic 
structure of that all-important con- 
tinent, while the Young Plan, I hope, 
will constitute the final chapter in the 
long story of reparations, and of the 
misunderstanding, bitterness and hard- 
ship that accompanied its development. 

Balanced budgets, that first prere- 
quisite to sound public finance, did not 
materialize without courage and de- 
votion on the part of statesmen and of 
self-sacrifice on the part of peoples. In 
speaking of balanced budgets, I must 
pause long enough to pay my tribute 
of admiration and respect to that great 
Frenchman, Raymond Poincare. The 
present strong financial position of his 
country is a monument to his courage 
and statesmanship. 

Then came stabilized currencies and 
the return to the gold standard, in 
which our country was enabled, through 
fortunate circumstances, to be of very 
real assistance. Not only through 
specific operations, designed to deal 
with gold movements, but in the grant- 
ing of credits to a number of European 
banks of issue, our Federal Reserve 
System aided materially in financial re- 
construction abroad. Salvador, Lithu- 
ania, Latvia, Colombia, Sweden and 
Austria were put on a gold basis be- 
tween January, 1920, and June, 1924. 
Germany followed in October, 1924, 
and the currencies of England, Aus- 
tralia, New Zealand, South Africa, 
Netherlands, Dutch East Indies, Hun- 
gary and Danzig were stabilized in 
April and May, 1925. Chile, Finland, 


Canada, Belgium, Denmark, Czecho- 
slovakia, Guatemala and India followed 
at various times between July, 1925, 
and July, 1927. During the fiscal year 
1928, Ecuador, Argentina, Poland, 
Italy, Estonia, Norway, Greece and 
France were added in the months of 
August, October and December, 1927, 
January, May and June, 1928. Only 
a few weeks ago, Japan lifted her gold 
embargo, thus returning to a free gold 
basis. 


VALUE OF SENSE OF SECURITY 


Finally, we cannot afford to under- 
estimate, even in the economic sphere, 
the tremendous value of the growing 
sense of security, of the subsidence of 
war-born animosities and mistrust, of 
the ever-expanding realization of world 
solidarity. Nations have come to un 
derstand more and more that their own 
prosperity cannot be built up at the 
expense of the prosperity of others, and 
that the well-being of all is dependent 
on the economic stability and health 
of each. 

Thus, as we look back, we can see 
how, step by step, pillar by pillar, the 
foundations of order and stability were 
laid—two elements without which prog: 
ress, prosperity and happiness are un’ 
attainable. 

It is particularly interesting to re: 
view the last ten years of our own 
economic history, partly because of the 
vigor with which the difficulties in- 
volved in the period of transition be- 
tween war and peace activities were 
overcome, and partly because of the 
significant bearing which developments 
in this country during that period had 
upon conditions in Europe. 

Ten years ago we were passing 
through a very critical period. The 
war had come to a close and wartime 
restraints were gradually being re 
moved. Industry and trade, already 
expanded, responded to a rapid increase 
in the domestic demand for peacetime 
products, which was augmented by con: 
tinued heavy foreign demand for our 
commodities. Immoderate activity de 
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veloped, and as the result of psycho- 
logical and economic factors at work, 
there ensued a period of price inflation 
and extravagance which culminated in 
a sharp recession in business in 1920 
and 1921, stringent credit conditions, 
and a precipitous decline in the level of 
commodity prices. The facts of this 
recession and the subsequent period of 
depression are too familiar to need re- 
counting. Let it suffice to recall that 
inflationary conditions, which repre- 
sented in part the cumulative effect of 
financial operations undertaken in con- 
nection with the conduct of the war, 
were in considerable measure corrected 
by the early part of 1922 and the 
foundation laid for recovery. 


A MOST UNUSUAL PERIOD 


That process of recovery occupied 
most of the decade which has just closed, 
and the accomplishments of the period 
mark it off as one of the most unusual 
in our history. From a low point 
reached in March, 1921, the physical 
volume of production increased, with 
only minor interruptions, until at the 
middle of last year it had practically 
doubled. One of the most significant 
trends, which perhaps distinguishes this 
period from any other, has been the ex- 
traordinary increase in per capita pro- 
duction in industry due, of course, 
chiefly to technical improvement in 
management and machinery. At the 
same time, a higher standard of living, 
accompanied as it was by an ever 
broadening market for all manner of 
goods, together with the development 
of new industries and services, afforded 
wider opportunities for employment. 
There were two temporary recessions, 
one terminating in the middle of 1924 
and another at the end of 1927, but, 
on the whole, production and trade 
were maintained at high levels during 
most of the last seven years. General 
commodity prices, which had more than 
doubled between 1913 and the spring 
of 1920 have been, on the whole, com- 
parative» stable at a level about 45 
Per cent. above that of 1913. There 
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have been fluctuations in prices of in- 
dividual commodities, and some move- 
ment in the composite price averages, 
but nothing comparable to the disturb- 
ing changes in this country during the 
war and early post-war period, or in 
Europe until stabilization was achieved. 
The period may be characterized as one 
of rapid recovery and general pros- 
perity, evidenced by large corporate 
earnings, growth in individual incomes, 
increased real wages and generally sat- 
isfactory conditions of employment. In 
addition, significant changes have taken 
place in the organization of manufac- 
turing and distributing enterprises. In- 
tegration and unification have accom- 
panied a marked increase in the size of 
many corporations, a development that 
might readily be illustrated with ex- 
amples from the automotive industry, 
public utilities, the field of retail trade, 
and more recently the field of banking. 


RECOVERY NOT UNIFORM 


The recovery was, of course, not uni- 
form in all lines of activity. Agricul- 
ture suffered conspicuously from the 
depression of 1921, and some branches 
have not even today fully recovered. 
Difficulties have been encountered also 
in some other industries, notably tex- 
tiles and coal mining. In the field of 
banking, the excesses of the inflation 
period were reflected in a heavy record 
of bank failures, particularly among 
small banks in agricultural communities, 
which eliminated many weak institu- 
tions. 

During the last decade we have con- 
tinued to show large favorable balances 
in our international trade. This net 
outflow of goods has been accompanied 
by additions to our stock of monetary 
gold, which have strengthened the do- 
mestic banking situation, and by large 
loans to foreign borrowers. The gen- 
eral state of prosperity in this country, 
together with credit conditions prevail- 
ing until the money market tightened 
in 1928, were favorable to the extension 
of foreign loans, and during the decade 
foreign securities publicly offered in 
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this country averaged in excess of a 
billion dollars annually. This response 
to the foreign demand for capital was a 
determining factor in the physical re- 
habilitation of Europe and the stabiliza- 
tion of foreign currencies on a gold 
basis. 

Examination of the consumption of 
the more common commodities in the 
United States in comparison with total 
world production shows what Amer- 
ica’s purchasing power means not only 
to industry here, but to the rest of the 
world also. The population of the 
United States is 7 per cent. of the total 
world population. Yet that 7 per cent. 
consumes approximately 48 per cent. of 
the world’s total production of coffee, 
53 per cent. of all the tin, 56 per cent. 
of the crude rubber, 21 per cent. of the 
sugar, 72 per cent. of all the raw silk, 
36 per cent. of the coal, 42 per cent. 
of the pig iron, 47 per cent. of the 
copper, 69 per cent. of the crude 
petroleum; and, out of nearly 32,000,- 
000 automobiles in the world on Janu- 
ary 1, 1929, over 24,000,000 were 
owned in the United States. The fact 
that the 7 per cent. of the world’s 
population who live in the United 
States, should supply a market for such 
large proportions of the world’s total 
production of principal commodities, is 
a consideration of the greatest impor- 
tance to the world’s commerce, industry 
and employment of labor. 


BENEFITS OF SOUND FISCAL POLICY 


The country has benefited from the 
sound fiscal policy of the Federal Gov- 
ernment during the period under re- 
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view. Relief has been accorded to in- 
dustry and trade by gradual reduction 
in the burden of taxes from the high 
rates of war without impairing the 
state of Federal finances. Notwith- 
standing the fact that tax rates have 
been revised downward five times since 
the war, the effect of these reductions 
has been largely offset by increases in 
the yield of our major taxes—those on 
incomes. The Treasury's receipts have 
been sufficient not only to cover its ex- 
penditures, including statutory public 
debt retirements, but to provide for ad- 
ditional retirements from surpluses. As 
a result, reduction in the gross public 
debt from $25,482,000,000, at the end 
of the fiscal year 1919, to $16,931,- 
000,000 in 1929, has averaged in excess 
of $850,000,000 a year. 

Our recent prosperity is to be ac- 
counted for largely in terms of a re- 
sourceful and industrious population, 
vigorous and able leadership, rich nat- 
ural resources, sound administration of 
governmental affairs, and friendly and 
constructive international relations. In 
view of the strength which these basic 
factors give to our domestic situation 
and of the continued improvement in 
foreign economic and political condi 
tions, a long-term view of the future is 
distinctly encouraging. 

At the present time we are experi 
encing a recession in industrial and 
trade activity the extent of which it is 
too early to forecast. But who, even 
if circumstances are temporarily adverse, 
can, as he looks over the record of this 
ten-year period, face the future with 
anything but confidence? 





A Human Interest Campaign to Sell 


Investments 
The Story of an Advertising Campaign That Was Different and 
at the Same Time Readable and Effective 
By RALEIGH E. Ross 
HAT shall we do this winter 
in the way of advertising that 
will be different and at the 


same time readable and effective for an 
investment house? How shall we get 


possible. Circulation figures mean little 
if copy fails to be interesting. There- 
fore, it was decided to begin each ad- 
vertisement with narrative copy, using 
conversation when possible. 


out of the groove in 
financial advertising 
without doing any- 
thing bizarre or 
forced?” 

This was the prob- 
lem that last fall con- 
fronted the advertis- 
ing agency represent- 
ative and Raymond 
Aldred, advertising 


manager of R. E. 


Wilsey and Com- 
pany, Chicago invest- 
ment house. Invest- 
ment houses and 
banks everywhere 
face, more or less 
regularly, this same 
problem. In this in- 
stance, events are 
proving that it was 
solved satisfactorily 
for all concerned. 
Various ideas were 
considered and re- 
jected. Finally, two 


7. advertising manager of 
a Chicago investment house 
and the representative of the 
agency handling the house’s 
advertising confronted recently 
the problem: “What can we 
do this winter in the way of 
advertising that will be differ- 
ent and at the same time read- 
able and effective? How shall 
we get out of the groove of 
financial advertising and with- 
out doing anything bizarre or 
forced?” Investment houses 
and banks everywhere face 
this problem more or less 
regularly. In this particular 
instance events have proved 
that it was solved satisfactorily 
for all concerned. The story of 
this campaign and why it suc- 
ceeded is interestingly told by 
Mr. Ross in this article. 


Essays, sermons, 
treaties, admonitions, 
exhortations, preach- 
ments—these forms 
so frequently seen in 
financial pages—were 
“out.” This series 
was to talk to people 
where they live. 

“I'm in favor of 
using photographs for 
illustrations,” said 
Mr. Aldred. “Several 
leading commercial 
advertisers are doing 
this successfuly. How- 
ever, no financial 
house that I know 
of has ever done 
this—aside, perhaps, 
from a photograph of 
the exterior or in- 
interior of its build- 
ing.” 

The agency man 
liked the idea, but 
reminded the client 


basic fundamentals of 

the campaign were decided upon. The 
keynote of all the advertisements was 
to be the value to the investor of re- 
liable investment counsel. Secondly, 
each advertisement was to be directed 
toward a definite class of investors. 

It was further agreed that a major 
consid ration was to make sure that the 
copy vas read by as large a percentage 
of the readers of the newspaper as 


that halftones, as a 
rule, do not reproduce well in the news- 
paper. It was decided that this draw- 
back was more than counterbalanced by 
the novelty and arrestive character of 
the advertising resulting from the use 
of halftones. 

The next task was to make a list of 
the groups of investors to whom the 
appeals might profitably be directed. 
The list follows: 
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How to be Happy 


O YOU read the financial page with 

elation in times of prosperity and with 
apprehension when the market is going 
badly? Does investing interfere with your 
peace of mind? This is unnecessary. 

To be happy, though in the market, ob- 
serve four simple rules. 

Select a well established reliable invest- 
ment house and be guided largely by their 
recommendations. 

Invest only in securities of corporations 
supplying a product or service in growing 
demand by practically the entire nation; 
for example, electricity. 

Use due discretion in making your se- 
lections, choosing securities selling on a 





R.E. WILSEY & COMPANY 


Incorporated 
Investment Securities 

Suite 1220 State Bank Building - 
CHICAGO 


though in the market 


fair basis gauged by past records, present 
conditions and future probabilities. Here 
your investment house can be of valu- 
able service. 

Buy outright, never on margin. 

Investors who are customers of this Com- 
pany have available dependable investment 
counsel and a broad list of conservative 
securities—particularly, electric light and 
power company investments. 


oe Write for our current list of offer- 
ings and our informative book- 
let,“Reliable Investment Counsel 
® \ —How to Choose and Use It.” 


— = 


RELIABLE 
INVESTMENT 
cout 





+ Telephone Randolph 7360 








A particularly timely example of the human interest campaign 
being carried on by a Chicago investment house. 


The junior executive, the senior ex- 
ecutive, the salaried man, the home 
owner, the new investor, the investor 
about to diversify his holdings, the pro- 
fessional man, the business woman, the 
widow, the man who owns his busi- 
ness, the man who can afford to specu- 
late, the wage earner, the man who is 
building an invested estate for financial 
security, the man who is building an 
invested estate for a business of his own, 
the man who is building an educational 
reserve for his children, the man who is 
building a business reserve, the man who 
earns $2500 to $5000, the man who 


earns $5000 to $10,000, the man whose 
income exceeds $10,000. 

It will be noted that many of these 
groups overlap, which is an advantage. 
Probably the list is longer than the 
number of advertisements which will be 
written, but at least a comprehensive 
selection is afforded. 

The agency representative and Mr. 
Aldred now went over a collection of 
several hundred commercial photographs 
to make selections. An effort was made 
to secure photographs which not only 
were appropriate but which also were 
interesting and contained a minimum of 
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“ ‘OUR recommendation is sufficient. 
I’m too busy with my own business to 
study the market and be an investment ex- 
pert. That’s your business. The reason 1 
began to buy from you people in the first 
place was because my friends told me that 
the securities you offer are good. So far I've 
found my confidence in you justified.” 
Many of our clients buy this way after 
they have become familiar with this house 
and the character of its offerings. They 
know something of the progress being 
made by electric light and power compa- 
nies, in which type of securities we special- 
ize. They tell us about their investment 
situation and perhaps give us a list of their 
holdings. Then they feel confident that any 


R.E. WitsEy & COMPANY 


Investment Securities 
Suite 1220 State Bank Building - - Telephone Randolph 7360 
CHICAGO 


»eeeeee if you Say it’s good, 


Pll take it” 


investments we offer them will be not only 
safe and desirable, but also suited to their 
individual requirements. 

The executives of this company are in 
particularly close touch with conditions, 
trends and earnings in the electric light 
and power industry. Their many sources 
of accurate information in this basic and 
growing industry and their experience in 
weighing security values have proved ex- 
tremely advantageous to our customers. 


“nx Asan introduction to this house, its poli- 


_ cies, personnel and methods, write for our 
RELIABLE interesting booklet, “Reliable Invest- 
INVESTMENT ment Counsel, How to Choose and Use 


hs 1s.” We will also be glad to send you 


¥\ our monthly investment newspaper, 
“The Wilsey Outlook.” 
—_ 














The second advertisement in the human interest series. 


detail and a maximum of contrast to 
assure the best possible newspaper re- 


production. In some cases, retouching 
was necessary. 

The photographs selected thus far 
cost $10 apiece. This represented a 
saving in art cost over the $50 to $75 
line drawings used by the advertiser in 
previous campaigns. 

Of course, the photographer holds 
from all the subjects used in the 
iphs. This is very important 
photographs are employed for 
ing purposes. 

It wos decided to employ one of the 


telease: 
photog: 
when 

adverti 


leading typographers in Chicago to set 
the type and follow the layouts made 
by the agency’s art director. 

The first four advertisements, appeal- 
ing respectively to the first four groups 
listed, have been completed. Two had 
been run at the time this article was 
written. 

The response has been very gratifying 
—fully 100 per cent. better than the 
results of the first two advertisements 
in last year’s campaign when line draw- 
ings and the more usual style of financial 
copy were used. 

Each advertisement closes with an 





490 THE BANKERS MAGAZINE 


invitation to write for a booklet, “Re- 
liable Investment Counzel—How to 
Choose and Use It.” This illustrated 
booklet, in addition to discussing the 
subject indicated, introduces the reader 
to the executive of the investment house 
and explains its major principles and 
policies. 

In smaller form, each advertisement 
is reproduced in “The Wilsey Outlook,” 
a miniature investment newspaper which 
the company mails out monthly to cus- 
tomers and prospects. 

The first advertisement is based on 
the opportunity of a junior employe to 
become a partner in his firm. Thanks 
to his wise investment program, followed 
with the aid of competent investment 
counsel, he was in a position to grasp 
this opportunity. 

The second advertisement shows a 
senior executive accepting over the 
phone the recommendation of his in- 
vestment banker. 

“He’s a rather hard boiled buyer,” 
commented a Wilsey representative, 
looking at the photograph. “If we can 
earn the confidence of this type of 
investor, and we do it right along, we 
can sell anyone.” 

The third illustration shows an at- 


tractive home scene. Husband and wife 
are discussing the way a well planned 
investment program made home-owning 
possible, with the aid of reliable invest- 
ment counsel. 

The fourth illustration shows a man, 
apparently a salaried man or junior 
partner, reading the financial page. 
The heading, “How to be Happy though 
in the Market,” is particularly timely 
in the light of recent events. The copy 
gives four common sense, practical rules 
through which investment happiness can 
be retained regardless of market trends. 

Both Mr. Aldred and other members 
of the investment organization are very 
much pleased with the results thus far 
and the many favorable comments which 
they have heard regarding the first two 
advertisements. 

“We're doing something different in 
an interesting, attractive way,” says Mr. 
Aldred. “We're avoiding the tendency 
to be over-technical and thus shoot over 
the heads of inexperienced investors, or 
to be self-conscious and direct our 
advertising to our competitors. Our 
effort is to aim squarely at the groups 
from which most of our business comes, 
talking interestingly and clearly in their 
own language, and I believe that we are 
really achieving this purpose.” 


Midland Bank First in Deposits, Says Califor- 
nia Bank Booklet 


HE Midland Bank, Ltd., of Lon- 
don, with deposits of $1,847,434,- 


147, retains first place among the 


150 largest banks of the English- 
speaking world and Lloyds Bank, Ltd. 
of London is second with deposits of 
$1,711,280,222. Third in rank is the 
National City Bank of New York 
which for the first time has broken into 
England’s “Big Five” in surmounting 
both Westminster Bank, Ltd., and Na- 
tional Provincial Bank, Ltd. 

This is the information contained in 
a booklet, “The Deposit Liabilities of 
One Hundred and Fifty of the Largest 
American, British, Colonial and Do- 


minion Banks” which for the fourth 
consecutive year has been compiled 
by California Bank of Los Angeles. 
The booklet was published prior to 
the proposed merger between _ the 
Chase National Bank, Equitable Trust 
Company and Interstate Trust Com: 
pany of New York, which, when con: 
cluded, will make the Chase National 
Bank the largest in the world, both in 
point of deposits, and in point of re 
sources. 

Ninety-three American banks with 
deposits of $23,104,955,043 are included 
in the list, and fifty-seven British banks 
with deposits of $19,190,648,942. 
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The Farmer’s Tax Problem 


Farm Taxation Not Only Disregards Earning Capacity, But Has 
Actually Increased as Earnings Have Decreased 


By RoBert STEWART 


situation in many _ sections is 
the problem of taxation. Farm 
taxes are local taxes and the tax bur- 
den has become heavy to bear and 


pete influence on the farm 


which is lighter when earnings are 
lighter. What must be the result then 
on an industry such as farming when it 
is taxed not only without regard to its 
earning capacity but where taxes actu- 


in some cases almost 
confiscatory. In the 
industrial world some 
attempt is made to 
level the tax burden 
on the basis of the 
earning capacity of 
the industry. For 
example, 51 per cent. 
of the total taxes 
paid by construction 
companies in 1923 
was income and ex- 
cess profit taxes paid 
to the Federal Gov- 
ernment alone. Simi- 
lar taxes paid by 
manufacturing cor 
porations were 49 
per cent. of their 
total and by retail 
concerns were 46 
per cent. On the 
other hand, few 
farmers pay Federal 
income: only twenty- 
nine farmers out of 
every thousand paid 
any income tax at 
all in 1923. 

It is generally 
recognized that ex- 
cessive taxation of 


T IS impossible to justify 

the taxation of tangible 
property alone, farm or other, 
for the entire support of local 
units and a large portion of 
the cost of state government. 
A few of the states have 
adopted the practice of return- 
ing to the local district part 
of the income, inheritance and 
special taxes for the support 
of the local government. New 
York and Wisconsin, for ex- 
ample, return 50 per cent. of 
the income tax to the local 
districts where it was collected 
for the support of local gov- 
ernment. The further exten- 
sion of this practice by other 
states would materially lessen 
the farmer’s tax burden, as 
there is a considerable scatter- 
ing of urban wealth in many 
local farm districts. The crux 
of the farmer’s tax problem 
lies within the policy adopted 
by state and local government 
units. The reduction in Fed- 
eral taxes has not relieved the 
farmer of his tax burden at all. 


ally increase as the 
earnings decrease? 


THE FARMER’S TAXES 
INCREASE AS HIS IN- 
COME DECREASES 


In 1913 on 155 
farms in Ohio, In- 
diana and Wisconsin 
the owner’s income 
available for pay- 
ment of owner's 
labor, profit, interest 
on investment and 
taxes, averaged $1147 
per farm. Taxes 
averaged $112 per 
farm, which was 9.8 
per cent. of the in- 
come. A study of 
these same farms in 
1921 indicated that 
the average income 
was ‘$771 per farm. 
The taxes this year 
were $253 per farm, 
which is about 33 
per cent. of the in- 
come. The farmer's 
income had materi- 
ally decreased but 
his taxes had more 


earings in industry 

discourases investments in productive 
enterprises and generally stifles the 
Prosperity of the country. Such a re- 
sult is observed following excessive 
taxation on the earnings of industry 


than doubled! In 
1913 one-tenth of the farmer’s income 
went to the support of local govern- 
ment while in 1921 over one-third of 
his income was required for the same 
purpose! 
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FARMERS’ TAXES HAVE INCREASED 
RAPIDLY 


During the last fifteen years the 
farmers’ tax burden has _ increased 
materially. In most states the farmers’ 
taxes have more than doubled. 

In 1881 farm land in Missouri was 
taxed on the average at eight cents 
per acre, while in 1924 farm land was 
taxed at forty cents per acre. In 
1916 in North Dakota farm land was 
taxed twenty-three cents per acre and 
at forty-eight cents per acre in 1924. 
Texas farm land was taxed at nine 
cents per acre in 1914 and twenty 
cents in 1924. Similar increases in 
taxes on farm lands are recorded in 
every state in the Union. 

The general property tax paid by 
the farmers in 1914 in the United 
States amounted to a third of a billion 
dollars, which was roughly equal to 
two-fifths of the value of the wheat 
crop that year. The general property 
tax paid by farmers in 1922 was four- 
fifths of a billion dollars, which was 
approximately equal to the total value 
of the entire wheat crop that year. 
In 1926 the direct tax burden of the 
farmer amounted to nine hundred mil- 
lion dollars, which was an increase of 
the tax burden on the farmer of 150 
per cent. during the ten year period. 


THE FARMER’S TAX PLACED ON 
GENERAL PROPERTY 


Farm taxes are thus chiefly a general 
property tax placed on land and farm 
equipment by the state and local gov- 
ernment units on the basis of capital 
value, entirely without regard to the 
current earning capacity. Since such 
taxes cannot be shifted on to the con- 
sumer in the form of higher prices as 
is so often done with other products, 
farm taxes have a more depressing 
effect on the industry than do taxes 
on any other class. Seventy-eight per 
cent. of the taxes levied by state and 
minor local government units in 1922 
was levied on general property. The 


several states did collect part of their 
revenue from other sources but the 
counties, townships and other local 
districts obtained 97 per cent. of their 
revenue from this source in 1922. It 
is hard to explain why tangible prop- 
erty should bear such a large portion 
of the state burden and almost all of 
the burden of local subdivision as these 
figures show. Since land and equip- 
ment cannot be hidden from the asses- 
sor the farmer cannot evade the pay- 
ment of taxes as do so many in other 
lines of endeavor. Furthermore, there 


is no valid reason why money which is 
necessary for the support of local 
- government units should be raised so 
largely by a tax on general property. 


FARMER TAXED FOR SCHOOLS AND 
GOOD ROADS 


The farmer’s tax money goes largely 
into the support of public schools and 
the construction and maintenance of 
public roads. Indiana farmers paid 
sixty-six cents out of each tax dollar 
for these purposes in 1923, while in 
Boone County, Me., fifty-six cents out 
of each tax dollar went for these uses 
in 1925. Both good highways and 
better rural schools are highly, desirable 
but they have outgrown their original 
local significance. The modern car 
has made the highway a national and 
state problem rather than a township 
or county problem and the problem 
should be handled on this basis. The 
standards of the public schools have 
been set by law. This has forced an 
added expense on the farmer which he 
is unable to bear. Free public schools 
are essential to our form of govern 
ment but the farmer alone should not 
be required to maintain that freedom 
at the expense which now falls so 
heavily upon him. Free public schools 
in rural districts should be maintained 
as the heritage of every country boy 
and girl and the opportunity offered 
the rural boy or girl should be equal 
to that offered the city youth, but the 
burden should be more widely borne. 





THE BANKERS MAGAZINE 493 


Nee 


The present method of taxing farm 
property also discourages the making 
of necessary adjustments so as to re- 
lieve the present farm situation. 

The farm problem would be materi- 
ally helped if much marginal farm land 
now used for crop production could 
be used rather for timber production 
and thus reduce the surplus production 
of our more common farm products. 
Yet land which would thus be con- 
verted into a crop that matures only 
after many years must bear its current 
yearly tax although no income would 
be obtained for many years to come, 
probably from forty to fifty years. 

Capital invested in reforestation 
should, of course, carry its share of the 
burden of government, but it should 
not be required to bear an undue por- 
tion of this burden. The adjustment 
of methods of assessment whereby such 
marginal land used for timber produc- 
tion could be relieved of its undue 
burden of taxation for the support 
of local units of government is highly 
advisable. 


SUGGESTED REMEDIES 


It is impossible to justify the taxa- 
tion of tangible property alone, farm or 
other, for the entire support of local 
units and a large portion of the cost 
of state government. A few of the 
states have adopted the practice of 
returning to the local districts part of 
the income, inheritance or special taxes 
for the support of the local govern- 
ment. New York and Wisconsin, for 
example, return 50 per cent. of the 
income tax to the local districts where 
it was collected for the support of local 
government. The further extension of 
this practice by other states would 
materially lessen the farmer’s tax bur- 
den as there is a considerable scattering 
of urban wealth in many local farm 
districts. 

There should be an elimination of all 
Possible waste in local government 
withou: curtailing any really necessary 
public service. The farmer's tax bur- 
den mi cht possibly be lessened by the 
followin means: (1) Increased recog- 


nition of sources of tax-paying ability 
other than tangible property; (2) the 
spreading of the tax base over a wider 
unit; and (3) improvement of the 
system of assessment. 

Other sources of tax-paying ability 
for the support of local units which 
might well bear their share of the 
burden of government expenses are state 
income tax, a commodity tax and cer- 
tain license taxes on corporations and 
other businesses. The state itself might 
well collect its revenue from such sources 
and thus leave the revenue derived 
from the tax on general property for 
the support of local units. 

The state law requires the rural dis- 
trict to maintain a standard of service 
in education which places a heavy 
burden on rural districts. The move- 
ment of rural youth to the city which 
has always occurred and will no doubt 
continue for many years to come makes 
the education of the country boy and 
girl one of vital concern to the whole 
state. The number of school children 
per thousand of population is also 
greater in the country than in the city 
and the burden of education falls more 
heavily on rural communities. For 
these reasons the burden of their educa- 
tion should be more widely borne. 

The crux of the farmer’s tax prob- 
lem lies within the policy adopted by 
state and local government units. The 
reduction in Federal taxes has not re- 
lieved the farmer of his tax burden 
at all. The whole tendency in most 
states is to secure a greater share of 
the necessary revenue from some other 
source rather than a tax on general 
property. The tax on gasoline has 
helped materially in all states. In 
1927 a total of $259,000,000 was col- 
lected from this source. Since that 
time New York and Illinois have finally 
adopted this form of taxation. The 
use of this revenue for road construc- 
tion and maintenance has helped mate- 
rially but even with this source of 
revenue available the demand for good 
roads is such that tax levies for roads 
constitutes one of the principal burdens 
on farm real estate. 





Problems in 


Bank Credit 


By M. E. RoBERTSON 
Credit Manager National Shawmut Bank of Boston 


THE BANKERS MaGaZINE has secured the services of Mr. Robertson to answer 


the inquiries of readers on current problems of the credit manager. 


Questions of 


general interest to credit men and bankers will be answered and only the initials of 


the persons asking the questions will be used. 


In case the question is not one of 


particular interest to bank credit men as a whole or is one which has been answered 


before, a reply will be made by mail. 


In order that all questions may be answered intelligently, it is requested that they 
be direct and to the point, but that sufficient necessary detail be included to enable the 


editor to draw the proper conclusion. 


Inquiries should be addressed to the Editor, 


Bank Credit Problems, THE BANKERS MAGAZINE, 71-73 Murray Street, New York. 


UESTION: Do you think an audi- 

tor’s certificate reading “We have 
examined the books of ————————. 
as of December 31, 1929, and based 
upon the information submitted to us, 
we hereby certify that the foregoing 
balance sheet correctly sets forth the 


financial condition of the company” a 
satisfactory form of certificate? 


C. H. W. 


ANSWER: There has been a great 
deal of discussion regarding accoun- 
tants’ certificates and what is expected 
of the accountant. There are those who 
believe that the accountant should give 
an unqualified certificate as to the cor- 
rectness of the figures given. Many 
times the company is unwilling to pay 
sufficient to have a detailed examina- 
tion which would warrant the accoun- 
tant in risking his standing by giving 
an unqualified certificate. He is not 
paid sufficient to entitle him to devote 
enough time to fully satisfy himself and 
he is of a high enough type that he 
qualifies his certificate for self-protection. 
There are others, few of course, who 
in lust for business give an unqualified 
certificate based on a superficial ex- 
amination. This, naturally, makes con- 
siderable conflict in the type of cer- 
tificates. The writer admires the ac- 
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countant who, in his certificate, tells 
exactly what he has done, gives full 
intimation as to the depth of his audit 
and leaves the matter of its complete: 
ness to your judgment. There are those 
who feel that such an accountant is a 
terrible fellow and that he should give 
an unqualified certificate, but the writer 
feels that those taking this attitude dis 
regard his position and encourage a 
wrong attitude. Personally the writer 
does not like the certificate you cite. 
You do not know what information 
was submitted, whether considerable or 
practically none. It would be much 
better to have the accountant say what 
he did and then, as a banker, if you 
are not satisfied you can go back to the 
company. The accountant has probably 
done all the company will pay for so let 
him tell just that. If you, as a banker, 
insist on an unqualified certificate and 
the company decides it will pay but 
$100 for the audit, you are just help: 
ing an inferior, second-grade accountant. 
A high grade accountant will not give 
such a certificate for the money does 
not warrant him to make an examina 
tion and he has his reputation to pro 
tect. Some third-grade fellow will give 
such a certificate and you are being 
fooled. It seems to the writer, there 
fore, that the thing to be desired is a 
full, truthful certificate revealing the 
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depth of the audit and not merely an 
unqualified certificate. 


QUESTION: We are receiving a 
number of statements in which there is 
shown an item of securities. Is it cus- 
tomary to carry securities such as these, 
which are usually on the stock exchange, 
as a current asset for the purpose of 
analysis? Your comments will be very 
much appreciated. M. A. O. 


ANSWER: Perhaps the answer to 
your question is subject to some di- 
vergence of opinion, but the writer will 
express his views (knowing a large 
number of important credit men are 
of the same opinion) and reasons there- 
for. 

First of all, there is a technical dis- 
tinction between current assets and 
quick assets, although the term is in- 
variably used in a similar sense. Cur- 
rent assets are generally construed to 
be those assets which are current in 
the regular course of business, i.e., 
cash, receivables and merchandise. 
Those are the working assets. If dur- 
ing the light season of the year the 
concern has surplus cash and feels it 
can invest such cash in call loans, 
government securities or other securi- 
ties having a very ready market, such 
securities to be liquidated when their 
heavy season begins and cash is needed, 
then such securities are logically part 
of their current funds; their working 
capital is only temporarily invested and 
should be classed as a current asset. 
Now, if the concern feels that it has 
constantly too much money in its work- 
ing assets and, rather than retire debt 
or capital stock, invests in securities, 
then it is the writer’s belief that such 
securities should not be carried as a 
part of current assets. The company 
does not consider them as a temporary 
Investment nor does it intend to liqui- 
date them in the regular course of 
business They have a quick value or 
are a quick asset and that is the dif- 
ferenc> between a current asset and 
a quics asset. Cash surrender value of 


life insurance is a quick asset, but not 
a current asset. Its quick value has 
no part in the ordinary working capi- 
tal of the business. If you are going 
to make an intelligent analysis you 
want to know working capital and this 
can be nothing short of the difference 
between the assets current in the regu- 
lar course of business and the current 
liabilities. By such analysis you can 
gauge whether working capital is ade- 
quate, whether it has been too far 
reduced by investments and whether 
some investments should be liquidated 
and the funds put back into working 
position. If you include permanent 
investments you consider an asset which 
does not enter into the working posi- 
tion in the regular course of business. 
I trust these points have been made 
clear, but at any rate ask yourself this 
question—‘‘Should the analysis be made 
to show the best condition or the most 
conservative position?” You might 
better set it up very conservatively and 
give consideration in your mind to the 
possibility of providing working funds 
from converting investments into cash 
than set it up in the best possible way 
and get “tricked” into the credit. The 
other day the treasurer of a company 
stated that they were putting so much 
aside each month into good securities. 
The purpose of this is to provide funds 
to eventually make a $40,000 addition 
to plant. The purpose of investments 
is, therefore, the governing factor to 
control classification and not the fact 
that they have a quick value. When 
in doubt, take the conservative side, 
which is “slow.” 


QUESTION: Will you please advise 
as to where information can be secured 
regarding the writing of credit in- 
quiries. I should like to obtain a book 
on the subject if possible. Your com- 
ments will be appreciated. 

L. B& Hf. 


ANSWER: The writer is not 
familiar with any particular book on 
the subject, but would refer you to 
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the Robert Morris Associates. That 
organization issued a booklet on credit 
letters several years ago and you might 
be able to secure a copy through Alex- 
ander Wall, secretary of that organiza- 
tion, at Lansdowne, Pa. The credit 
inquiry, in addition to asking for the 
information desired, should state clearly 
the reason for the inquiry. Also, 
when several different correspondents 
are being written it should state that 
information from files will be sufficient. 
Do not get several banks checking the 
name for you, all duplicating work. 
Let one bank check, if you so desire, 
and simply ask for what the others 
may have on hand. The booklet above 


you will find very instructive. 


QUESTION: What do you think 
of a loan secured by a second mort- 
gage? 

A. L. C. 


ANSWER: The goodness of the 
loan, unless the maker of the note has 


substantial responsibility otherwise, en- 
tirely centers in the goodness of the 
mortgage. This can only be deter- 
mined after appraisal of the property 
and consideration of the percentage of 
the total of first and second mortgages 
to the appraised value. The higher 


the percentage the less desirable would 
be the collateral. What a reasonable 
percentage of safety would be is a 
matter of opinion. It, likewise, depends 
on whether the first or second or both 
are reducing mortgages, which means 
that equity is constantly increasing. 
The market for the sale of second 
mortgages is limited and the discount 
is usually large, which must be con- 
sidered. To properly handle it as 
collateral means that you must watch 
payment of taxes, interest on first 
mortgage, maintenance of property and 
expiration of insurance policies, all of 
which detracts from the desirability of 
this type of loan. 


QUESTION: Do you consider it 
necessary for a concern to have open 
bank lines sufficient to retire its open 
market borrowings? M. A. T. 


ANSWER: That is quite an accepted 
theory of commercial paper ‘buyers and 
would seem a desirable position for a 
company to maintain for itself. It is as 
sured that in the event that the pur 
chasers of notes should not care to re- 
new and the broker unable to carry the 
paper himself, there should be enough 
in open bank lines to take up these open 
market borrowings. 
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EGINNING on this page, and continuing through the 
following fifteen pages, will be found eight articles on 
practical phases of commercial bank management and 


operation. 


These articles are extracts from eight addresses 


delivered before the Central Atlantic States Bank Manage- 
ment Conference, held in Philadelphia, March 14-15. 
Readers will find all of them of unusual interest. 


Measuring Merchant Loan Values 


No Standard Current Ratio for All Trades —Banker Must Have 
Different Ratios for Different Trades and Different Periods 


By ALEXANDER WALL 
Secretary-treasurer Robert Morris Associates 


ERCHANT loans is a compre- 
M hensive subject embracing man- 
ufacturers, wholesalers, distribu- 

tors and retailers and loans made to any 
of these groups of trade. But beyond 
this rather academic definition lies an 
economic question covering the increas- 
ing integration of banking and business. 
The modern banker must be closely 
informed on more than the apparent 
strength of a single company. He must 
have a longer distance view and study 
whole trades or industries. ‘What will 
it profit either himself or his community 
if the banker, following historical prec- 
edent, loans funds to a company in a 
dying industry? Business methods and 
Practices are in a state of flux. Not 
since the first so-called industrial revolu- 
tion have production, distribution and 
even consumption activities varied as 
greatly from day to day as in the 
present. That mechanization of in- 
dustry that we calmly label the indus- 
trial revolution of the eighteenth century 
was but a summer zephyr as compared 
to the whirlwind of mechanization for 
mass production as we see it today. In 
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the end the changes we are living 
through, the second industrial revolu- 
tion, will undoubtedly result in greater 
comforts, greater leisure and perhaps 
greater ultimate content. But while the 
storm is raging, industries dying and 
new industries coming to life with 
amazing rapidity, the banker must main- 
tain a calm judgment and a breadth of 
vision as never before. 


A FRONT ROW SEAT 


Merchant loans were given a front 
row seat in our economic theater when 
the Federal Reserve System came into 
being. Every banker could see the 
wisdom of having a goodly percentage 
of his loans of such a nature as might 
give him very substantial Federal Re- 
serve liquidity. But during the last few 
years it seems as if we have striven for 
a newer style of business which quite 
frankly the speaker cannot appreciate 
fully. With the country seemingly 
gone investment blind there seems to 
have been a surge of stock issue aimed 
at capitalizing all borrowing necessity. 
If it were true that production methods 
had been so smoothed out as to elimi- 
nate seasonal variation and it were also 


497 





498 


true that it would be economically 
necessary or sound to have the same 
sum of capital at use at all times, then 
the complete capitalization of debt and 
the substitution of owned capital for 
borrowed capital might be sound. If 
we have reached this condition it is 
simply beyond the comprehension of 
the writer to sense it. That we have 
more nearly approached it in some 
industries than others is rather evident, 
but that capital expansion, of a perma- 
nent nature, is to become the substitute 
for loans to merchants is not yet under- 
standable. Buyers’ temperament is still 
with us, summer and winter still have 
varieties of weather breeding varieties 
in desire. Merchant loans will continue 
and it is not unlikely that from this time 
on they may again revitalize and make 
liquid the portfolios of banks. 


THE CURRENT RATIO 


Most bankers have heard of a current 
ratio way of determining the strength 
of a merchant’s statement. “Two for 
one” has been mentioned so often that 
too many believe that it is the standard 
above which lies all soundness at all 
times, for all statements and for all 
trades. This is as silly as to say that 
all men six feet tall are strong and all 
below six feet weak. The current ratio 
has different usuals for different trades 
and for different periods. The careful 
banker notes these variations and uses 
a certain current ratio to study the 
strength of a cotton mill, another for 
a meat packer, a third for the maker 
of shoes and so on. 

Not only cannot the banker accept 
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any standard current ratio for all trades 
at one figure but he cannot, with safety, 
rely on the current ratio as a sole guide 
even when it meets up with whatever 
may be the usual current ratio in a 
trade. The human body may have 
either powerful arms or legs but if the 
torso is weak what do they avail? 
Many an apparently fine skull houses 
the mind of a fool. There are other 
proportions on the statement that tell 
much of strength, management ability 
and credit soundness. At this time no 
detailed explanation of their use can be 
given because of the time limit. The 
writer submits the following as propor- 
tions that should be watched in analysis: 


Proportions between 

Net worth and debt 

Net worth and fixed assets 
Sales and receivables 

Sales and inventories 

Sales and fixed assets 

Sales and net worth 

Net profits and sales 

Net profits and net worth 


The writer mentions these specifically. 
There are others, some quite important. 
The reason for specific mention of these 
lies in the writer's annual study of 
these ratios over from five to seven 
thousand statements each year in an 
attempt to discover common usuals for 
each in from fifty to seventy-five trades. 
Considerable variation exists and it has 
been his experience that comparison of 
the multiple proportions of merchant's 
statements to trade usuals often points 
the way to safety whereas the reliance 
upon one proportion lulls to unsafe 
tranquility. 





Widening the Acceptance Market 


How Legal Recognition of Secondary Reserves Through Inclusion 
of Bankers Acceptances Would Help Create Real 
Market for Acceptances 


By JoHN E. ROVENSKY 
Vice-president Bank of America N. A., New York 


been regarded as one of the 

standard forms of secondary re- 
serve the world over. It had stood the 
test of time abroad long before the Fed- 
eral Reserve Act brought bankers ac- 
ceptances into existence. on this side of 
the Atlantic. 

A bankers acceptance is an uncondi- 
tional obligation of a bank or banker 
to pay a certain sum at maturity. If 
it conforms to the Federal Reserve 
bank’s requirements, and is eligible for 
purchase and rediscount, it may be con- 
verted into cash at any moment. Being 
the obligation of a bank or banker the 
contingent liability of the indorsing 
bank, which remains after rediscount- 
ing the acceptance, is largely nominal, 
and in this respect it is a better form 
of secondary reserve than commercial 
paper. 

In England, and in fact in most 
countries, it is not customary to pre- 
sxribe by law what reserves, either 
primary or secondary, ought to be 
carried by banks. They recognize that 
there is a wide variance in the nature 
of the business of individual banks—in 
fact no two banks are exactly alike in 
their need of primary as well as 
secondary reserves. In our country, 
however, we have adopted the policy 
of legally prescribing what primary 
reserves ought to be held. In so doing 
we have entirely ignored any secondary 
reserves that a bank may be carrying 
with the result that since banks receive 
no credit for these secondary reserves 
they are as a rule much smaller than 
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they should be. It seems quite clear to 
me that a bank which carries large 
secondary reserves is not in need of as 
large primary reserves as a similar bank 
carrying practically no secondary re- 
serves. We strike here the difficulty 
already mentioned i. e., that the business 
of no two banks is exactly alike and 
therefore their reserve requirements are 
not alike. Some banks having large day- 
to-day fluctuations in deposits need larger 
primary reserves and smaller secondary 
reserves, while other banks having only 
occasional or long swing changes in de- 
posits are more in need of secondary 
reserves and smaller primary reserves. 
It is therefore difficult to legislate equi- 
tably for all these varying cases but 
since we have adopted the policy of 
legally prescribing primary reserves for 
all banks, I believe that secondary re- 
serves ought to be recognized in one 
way or another. 


RECOGNIZING SECONDARY RESERVES 


Just as a suggestion along that line 
I should like to mention a plan which 
would be at least a step in that direc- 
tion. It is quite simple—give recogni- 
tion to the secondary reserves a bank 
may desire to carry by permitting 
member banks to include bankers ac- 
ceptances at 50 per cent. of their value 
in their total reserves. The amount of 
such secondary reserve however should 
not constitute more than 25 per cent. 
of the total reserve. 

Thus banks in Central Reserve cities 
could if they wished (it would be 
optional with each bank to carry as 
much of its total reserves in primary or 
secondary form as deemed by it most 
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expedient within the limits I have men- 
tioned) carry in lieu of this present 13 
per cent. cash reserve, 93% per cent. 
cash reserve and 6Y2 per cent. of 
bankers acceptances. This would be a 
total of 164% per cent., an increase of 
34% per cent. in actual reserves, but 
since 6'4y per cent. would be in accep- 
tances on which some income is ob- 
tained, the additional reserve would not 
be burdensome. Banks would naturally 
carry varying proportions of cash and 
acceptance reserves depending upon the 
season, rates, .etc. Banks in Reserve 
cities would be permitted to carry in 
lieu of the present 10 per cent. cash 
reserve, 7/2 per cent. cash reserve and 

per cent. acceptances, a total of 12Y2 

er cent. Country banks would be per- 

itted to carry in lieu of the present 
7 per cent. cash reserve, 54 per cent. 
in cash and 3Y) per cent. in acceptances. 
This plan would allow considerable 


flexibility to cover the varying require- 
ments of each bank and would rec- 
ognize and encourage the building up 


of secondary reserves. 

I believe that some revision ought to 
be made in the amount of reserves 
carried against time deposits. There is 
a growing tendency for deposits to be 
switched from demand to time through- 
out the country. It would strengthen the 
banking structure as a whole if greater 
reserves were carried against them. In 
any such revision I believe that bankers 
acceptances ought to be eligible to form 
part of such reserves. 

We have learned (or at least 15 
years experience ought to have taught 
us) that merely asking banks to “please 
buy acceptances for the good of the 
entire banking structure” is futile when 
it means a reduction in the member 
banks’ income. If the cry for aid is 
loud enough a little temporary buying 
results, but self-interest promptly asserts 
itself and before long conditions are as 
they were before. Human experience 
teaches that we must make a course of 
action attractive enough to keep people 
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going that way permanently. Make the 
acceptance a _ profitable investment— 
make secondary reserves attractive and 
you really accomplish something. Talk- 
ing about these matters and counseling 
perfection will never get us anywhere, 
Telling banks that it is their duty to 
ward the good of the banking structure 
to do thus and so, means but slow 
progress so long as each bank feels that 
its competitor is not likely to do its 
share. 


NEED OF REAL ACCEPTANCE MARKET 


We want banks to carry secondary 
as well as primary reserves. We want 
a real acceptance market—one not de- 
pendent upon artificial support—in 
which a large volume of bills could be 
handled at minimum fluctuation in 
rates. Such a market is needed to back 
up the dollar exchange market we are 
endeavoring to maintain in various for- 
eign countries. 

This plan would accomplish the pur- 
pose. It would encourage the carrying 
of secondary reserves in the form of 
bankers acceptances and would create 
a natural, real acceptance market. The 
banks of New York City alone would 
carry in the neighborhood of several 
hundred millions of acceptances and the 
daily changes in the holdings of the 
various banks would create an active 
market that would keep fluctuations in 
rate within narrow limits. It. would 
tend to strengthen the reserve position 
of the banks as a whole. Banks would 
carry more than the minimum require’ 
ments of reserve as an excess of reserve 
would not be the utter loss that it now 
is. Furthermore they could balance 
their reserve position on Saturdays and 
stock exchange holidays by buying or 
selling acceptances and in this respect 
acceptances would be better than call 
money, which cannot be called on such 
days. It would also tend to reduce 
the present practice of banks balancing 
their reserve position by borrowing from 
the Federal Reserve banks. 
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Analyzing Bank Operation Costs 


Plans and Policies in Profitable Bank Management Must Be De- 
termined by Facts Rather than Opinions 


By JoHN J. Drisco.t, Jr. 
Driscoll, Millet & Company, Philadelphia 


in the last three years has earned 

from 60 per cent. to 75 per cent. 
of its profits from the use of its stock- 
holders’ investment and from security 
sales at a profit. Here is an actual 
instance that has been taken from the 
writer's files: This bank had: 


Ti average bank in this country 


Capital, surplus and undivided profits 
Demand deposits 
Time deposits, paying 4 per cent. .......... 


Total liabilities and capital 


The bank showed a net profit for the 
year before dividends of $85,000, which 
compared favorably with the prior year. 

Analysis of its operating costs and 


sources of profit developed the following 
startling figures: 


Loss on $4,350,000 demand deposits 


Loss on $6,000,000 in time deposits ......... 


Loss in safe deposit department 
Loss in trust department 


Profit from security sales .............e000- 


Profit from building operation 
Earned on stockholders’ investment, less income 


Total net profit 


Comparisons of the different costs 
within each department, interest paid, 
production per person and methods of 
handling work, etc., brought many 
weaknesses to the surface. 


Some of the weaknesses contributing 
to this highly unsatisfactory condition 
were: 


1. Inefficient handling of routine, e.g., a 
new plan of operation dovetailing their proof 
From an address before the Central Atlantic 


States Bank management conference, Phila- 
delphia. 


and bookkeeping departments, eliminated 
three of the six bookkeepers. 

2. A large number of unprofitable check- 
ing accounts both large and small. 

3. The highly unwarranted payment of 
interest on many checking accounts. 

4. Expensive new business campaigns 
producing volume and new business, but 
not profitable new business. 

5. The establishment of branches where 


$2,150,000 
4,350,000 
6,000,000 


$12,500,000 


growth was restricted and sufficient profitable 
business unobtainable to make the branch 
pay. 
6. A desire, almost a passion, to periodi- 
cally show increased resources at any cost. 
7. Fear that any policy other than that 
suggested by the customer would cause ill 


$10,800 

eerie fas vel ae big oa al igi@ ioee ar ai aU quatere amet 15,600 
7,100 

12,000 

sh acter amar aicdailes Basie esac aw iw Vs @atoad wi Peeee 24,700 
39,700 

and franchise taxes ....00e0e000 66,100 


This bank was making plans and en- 
forcing policies on the basis of opinion 
and not on facts. With proper facts 
before the management and results 
being constantly checked for weaknesses, 
it was possible for this bank to produce 
a reasonable profit in all but its trust 
department. 


ANALYSIS BY DEPARTMENTS 


The analysis of a bank by depart- 
ments and then a further analysis of 
the factors and figures affecting each 
separate department provide an absolute 
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measurement of the thoroughness, ability 
and effectiveness of the management as 
a whole or in any particular detail; be- 
cause it is a measure built on results and 
their contributing factors, and, in the 
final analysis, management must be 
judged by results. In accordance with 
their management, we have learned to 
classify banks into three classes: (1) 
those that manage themselves, (2) those 
that allow their competitors to dictate 
their policies and (3) those that allow 
the public to run them. 

Analysis to provide a measuring stick 
must be complete, accurate and on a 
sound foundation. Incomplete, inaccu- 
rate analysis built on a weak foundation 
will give life to unsound and misleading 
conclusions. For example, many banks 
will charge trust salaries against trust 
department income and consider the 
difference between these two factors as 
a satisfactory answer to the results of 
this department. Another tendency often 
met is to classify 60 per cent. or 70 per 
cent. of the total operating expense as 


overhead, institutional expense or some 
other all-inclusive term and then apply 
all or often only a small part of it to 


departmental operations. Frequently, I 
feel that the departmental results de- 
sired are first set up and then the 
analysis so handled as to bring about 
this predetermined answer. Somewhat 
like the manufacturer who sets out the 
profit he wants to show at the end of 
a period and then values his closing 
inventory to produce the desired result. 


MUST HAVE FACTS 


Bank management to be most effective 
and profitable must base its policies, con- 
clusions and plans on facts, and analysis 
will provide these facts. It is axiomatic 
that highly profitable bank management 
is in complete and detailed knowledge 
of all factors affecting its business, with 
clear policies of enforcement backed by 
courage based on confidence that it 
knows what it is doing; unprofitable 
bank management lacks knowledge. 
lacks a basis for determining definite 
policies and therefore lacks the courage 


and confidence to carry through, usually 
following policies dictated by competi: 
tors who, in many instances, may he 
even weaker and less efficiently man- 
aged. 

Analysis as confined to profits and 
costs may be said to produce the fol- 
lowing: 


As to earnings: 


1. Their source—by classes, departments 
and factors. 

2. Their 
strength. 

3. Their relation to ideal, normal or aver: 
age. 


possibilities, weaknesses and 


As to Expenses: 


1. Their class. 

2. Their allocation to departments and 
functions. 

3. Their refinement into costs of units or 
specific operations. 

4. The relation of each of the first three 
to ideal, normal and average. 


As to operation and routine: 


1. The results of applied policies and a 
forecast of intended policies. 

2. The efficiency of departmental and 
inter-departmental routine and personnel. 

3. The effectiveness of any given system 
or plan. 

4. The production per department and 
per person. 

5. The relation of each of the first four 
to ideal, normal and average. 


CLASSIFYING EXPENSES 


Comparisons of the results of analysis 
are often difficult because of the wide 
divergence of income and expense classi 
fication among banks. It is suggested 
that in every instance expenses can be 
classified into the six groups listed below 
and their relation to total expenses for 
the bank as a whole should be somewhat 
as follows: 


Per cent. 


Occupancy costs 

Advertising 

Operating costs 

Income and franchise taxes .....----- 
Extraneous expenses 


Total expenses 
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For a list of the detailed expense items 
in each of these classes, one may read 
“Survey of Bank Operating Ratios,” a 
pamphlet issued by the American 
Bankers Association. ‘This same classi- 
fication of expense may be used in each 
department, after eliminating income 
and franchise taxes, but of course each 
class will not bear the same relation to 
the total. Salaries, occupancy costs and 
operating costs will be high in commer- 
cial departments (checking) and low 
in savings, while advertising will be 
high in the latter. 

The variation between income, re- 
serves, expenses, interest payments and 
profits, etc., in banks as a whole and 
by departments is so wide that it causes 
one to wonder how they all can be pre- 
sumably doing the same things and 
striving for the same results. Here are 
some typical variations taken from our 
files: 


Profit on checking accounts per $1000 per year 
Profit on savings accounts per $1000 per year paying 4 per cent. ..... 42.22 
Interest paid per $1000 of checking accounts per year 
Expense per $1000 per annum! of operating checking account department 48.00 


rially increase the earnings in each bank 
without any change in size. 

4. Foolish and unsound competition, 
particularly in smaller cities and towns, does 
not create wealth, and usually results in 
exchanging profitable for unprofitable busi- 
ness. 

5. Many banks will have to do business 
on a smaller amount of funds, but earn a 
greater profit. 

6. The efficient investment and handling 
of reserves will produce greater investment 
income without any material increase in 
investment costs. 

7. Unit costs are high and total expense 
low in highly profitable banks; unit costs low 
and total expense high in small profit banks. 

8. Good salaries to efficient and capable 
help will produce greater departmental profits 
than small salaries to a greater number of 
inefficient and incapable help. 

9. Advertising should not be based on 
relation to resources or expenses, but rather 
on the possible business that can be secured 
and what it is worth after secured. 

10. With the exception of advertising, too 
much time may be spent curtailing minor 
expenses which, if used to adjust unprofitable 


High Low 
$28.40 $8.90 (loss) 
2.60 (loss) 
21.10 50 
11.40 


Reserves carried against demand deposits (‘7 per cent. Federal Reserve base) 16.48% 8.28% 


Cost of handling an item . 
Cost of handling a note 
Items handled per proof clerk per day 


RULES FOR PROFITABLE MANAGEMENT 


Some rules for profitable bank man- 
agement substantiated by analysis fol- 
low: 


1. Size is not a prerequisite of profitable 
banking. 

2. Quality business will produce far more 
profit than can be secured by unsound and 
unprofitable increase in size and volume. 


3. Co-operation between banks will mate- 


083 0179 
3.97 82 
2873 690 


business, operating routine or policies, would 
produce more substantial results. 

11. Profits should be considered on basis 
of particular type of business constituting 
deposits—commercial, savings, etc. 

12. Placing funds in larger loans will in- 
crease the cost per note, but decrease the cost 
of loaning per $1000. 


To summarize, profitable bank man- 
agement proceeds with a knowledge of 
facts and factors, and analysis develops 
the necessary facts and factors. 





The Chain Store Viewpoint of 


Banking Service 


Why Chain Stores Object to a Universal Agreement Regarding 
Service Charges or Deposit Balances 


By R. W. Lyons 


Executive vice-president National Chain Store Association 


HE chain store merchant wants 

his banking relations established 
upon a sound and satisfactory 
basis, but he cannot see how it is pos 
sible that the cost of operation, or the 
deposit required, of every bank can be 
identical. I can illustrate the perplexity 
of the chain store merchant by using 
a case brought up by the committee of 
the American Bankers Association. One 
local banker reported that he required a 
$5000 deposit in order to earn $8 a 
month net on his chain store account. 
The average net return for all classes 
of chain stores is somewhere around 4 
per cent. With an average turn-over 
of twelve times per year, this $5000 
employed in chain store merchandising 
would earn $200 per month. The chain 
store merchant must necessarily ask 
himself whether he can justify the em- 
ployment of that $5000 as a bank 
deposit, producing only $8 of net profit, 
when he might use it as a merchandis- 
ing fund to produce $200. Of course 
there is a final answer. If the bank 
can show that it costs $192 per month 
to handle this particular account, and 
that it is not possible for any bank to 
handle it more efficiently and less ex- 
pensively, then the chain store merchant 
will be not only willing but anxious to 
make such a deposit or to maintain a 
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service charge basis that will represent 
the soundest of business relations. 


REASONS FOR OBJECTION TO AGREEMENT 


Broadly speaking, the chain stores 
object to a universal agreement regard- 
ing service charges or deposit balances 
for the following reasons: 

1. Experience has _ indicated that 
banks are like every other business, in 
that no two of them in any community 
operate with identical costs or profits. 

2. Some of the largest and most suc: 
cessful banks in the country, operating 
with branches in the local community, 
are happy to do business with the chain 
stores at so much lower cost than that 
outlined above that the whole question 
of efficiency and operating cost of the 
local banker becomes immediately in- 
volved. 

3. The costs within which various 
local bankers feel they can operate at 
a profit vary so greatly that the chain 
store feels not only justified, but duty- 
bound, to do business with the efficient 
and economical operator. 

4. To set up a universal charge under 
all circumstances, even upon the present 
basis of the most efficient banks, would 
contribute to lessening the necessity for 
increasing banking efficiency and render 
it difficult for the chain stores to profit 
fairly by the increasing efficiency con’ 
stantly projected into American business 
by the wholesome element of competi 
tion. 





The Banker’s Viewpoint of Chain 
Store Accounts 


Figures from Eight Different Chains Indicate Average Annual 
Year’s Profit for Local Bank of Only $25 Per Account 


By C. F. ZIMMERMAN 
President First National Bank of Huntingdon, Pa. 


store sales are made almost ex- 

clusively on a cash basis, that well 
financed chain stores would always 
carry in their central banks—ready for 
disbursement for merchandise obliga- 
tions—an amount of cash at least equal 
to the average cash receipts of all their 
stores for a ten-day period. The re- 
maining cash on hand, indicated on the 
annual balance sheet, may therefore be 
thought of as remaining on deposit with 
local banks. This estimate doubtless 
works to the advantage of the chain 
stores and to the disadvantage of the 
local depositories because the extra 
volume of Christmas trade and small 
volume of trade during the holidays 
immediately precede the annual state- 
ment. In all probability, the proportion 
of cash on deposit in central banks at 
the end of the year would be much 
greater than that taken as a basis for 
this calculation. A corresponding lesser 
amount would accordingly appear on 
deposit in local banks. The average 
sales per week for each store in a given 
chain have also been calculated, together 
with the ratio of accounts payable to 


cash on hand as shown on the balance 
sheet. 


[' is reasonable to assume, since chain 


SUMMARY OF CHAIN STORE FIGURES 


_T should like to present a few calcula- 
tions taken from balance sheet figures 
tor the year ending Deecmber 31, 1928, 
issued by four general chain stores and 
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four chain grocery stores, in order to 
indicate to a certain extent the policies 
of these chains in dealing with local 
banks. Choice of the chain stores 
whose balance sheets are thus scrutinized 
has been made solely because their posi- 
tion is representative in their general 
class. 

In general chain store number 1 the 
local bank balance per store is $2000, 
with sales per week in each store of 
$5000. Accounts payable were 28 per 
cent. of the reported cash on hand. In 
general chain store number 2 the local 
bank balance per store is $600, with 
sales per week in each store of $3400. 
Accounts payable were 76 per cent. of 
the reported cash on hand. In general 
chain store number 3 the local bank 
balance per store is $100, with sales per 
week in each store of $3250. Accounts 
payable were 20 per cent. of the re- 
ported cash on hand. In general chain 
store number 4 the local bank balance 
per store is none, with sales per week 
in each store of $1800. Accounts pay- 
able were 93 per cent. of the reported 
cash on hand. 

In chain grocery store number 1 the 
local bank balance per store is $700, 
with sales per week in each store of 
$1000. Accounts payable were 200 
per cent. of the reported cash on hand. 
In chain grocery store number 2 the 
local bank balance per store is $320, 
with sales per week in each store of 
$2600. Accounts payable were 13 
per cent. of the reported cash on hand. 
In chain grocery store number 3 the 
local bank balance per store is $220, 
with sales per week in each store of 
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$1000. Accounts payable were 110 per 
cent. of the reported cash on hand. In 
chain grocery store number 4 the local 
bank balance per store is $190, with 
sales per week in each store of $1050. 
Accounts payable were 36 per cent. of 
the reported cash on hand. 

From the above figures it appears 
that the average local bank balance per 
store is roughly $500, a part of which 
is always in float; and that sales per 
week in each store average $2400. 
Accounts payable showed an average of 
94 per cent. of the reported cash on 
hand. In other words, the local bank 
can possibly turn in an average annual 
gross profit of $25 for each one of these 
accounts. Ordinarily each store in- 
volves annually not less than four hun- 
dred separate transactions at the bank 
counter and as many more through 
ledgers and files, together with the 
work of converting into Reserve City 
exchange an average of $125,000 in 
cash and cash items for each chain store 
account carried. 

Not included in the above calculation 
is perhaps the most prominent of all 
the chain store systems, whose well 
known favorable arrangements with 
local depositories and whose financial 
position place them in a class by them- 
selves. For this particular chain, 
accounts payable showed only 2.37 per 
cent. of cash on hand, thus provid- 
ing an index of their ability to give full 
consideration to their depository banks. 


RELATIONSHIPS BEST WITH OLDER 
CHAINS 


Impressions gained in casual discus- 
sions on this subject with many country 
bankers are to the effect that practically 
all of the older and well-established chain 
stores maintain very satisfactory rela- 
tionships with the local bank. They 
show a willingness to meet the view- 
point of the banker and always adhere 
to the terms agreed upon. In my own 
experience, certain chain store accounts 
carried on our books have proceeded 
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year in and year out alongside of other 
mercantile accounts, always with due 
consideration given to the valuable 
services rendered by the bank. 

As much cannot be said, however, for 
some of the more recently established 
chain stores and those where the balance 
sheet shows insufficient working capital. 
It is grossly unfair for under-financed 
chain systems to try to overcome the 
handicap of inadequate funds at the 
expense of the local banks. A goodly 
number of the lesser lights have been 
quietly accepting our services and pay- 
ing us in “snow-water.” If you will, 
on behalf of your chain store depositors, 
compare their accounts payable with 
cash on hand, as shown on the balance 
sheet figures when they are published 
for the year ending December 31, 1929, 
you will probably gain some definite 
impressions at once concerning the 
prospects of your bank being paid for 
its services by means of compensating 
balances. Should there be no such 
prospects, a direct charge ought to be 
agreed upon. As the result of the frank 
consideration these questions are now 
receiving, it is to be hoped that the 
weak spots in this particular phase of 
chain store management, will soon be 
adequately strengthened. 


A SUGGESTION 


The wisest policy of which I have 


learned in this connection, is that 
adopted by one of the more prominent 
chain systems. Recently they opened a 
store in our town, choosing as their 
depository the bank with which I am 
associated. Their method is to place 
full confidence in their store manager 
with respect to all community relation 
ships, authorizing him to maintain a 
bank balance commensurate with the 
volume of sales and in harmony with 
other local business accounts. This is 
a plan that makes for the utmost in 
mutual satisfaction, based as it is upon 
a common understanding of all of the 
important factors. 
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Why Account Analysis Pays 


One Bank’s Experience in Increasing Profits Through Application 
of the Analysis of Accounts 


By W. M. NAsH 
Treasurer Haddon Heights Bank and Trust Company, Haddon Heights, N. J. 


to be taken toward installing ac- 

count analysis is to have a complete 
survey made of the bank, preferably by 
outside accountants who have had expe- 
rience in this work. The outside survey 
has several advantages. First, it is more 
apt to be impartial. The inside survey 
may unintentionally favor some par- 
ticular departments in the bank. 
Second, it places the bank officers in a 
much stronger position with their cus- 
tomers in case any arguments result 
from the stop loss charge when it is 
applied. 

This survey should give the bank 
officials a complete comparative picture 
of their bank, showing the profits and 
expenses and how they are distributed 
among the different departments. It 
should also show the per item cost of 
handling every item affecting the ac- 
count of the customer. Some institu- 
tions take an arbitrary figure which may 
answer their purpose to a certain extent, 
but it has always seemed to me that the 
bank ought to be able to tell the cus- 
tomer the actual per item cost rather 
than to expect the customer to accept a 
general average cost. Another thing, it 
is rather surprising how much the per 
item cost may vary as between institu- 
tions even in the same general locality. 


I: the writer’s opinion, the first step 


APPLYING RESULTS OF ANALYSIS 


Probably the most important thing in 
the application of account analysis is 
the manner in which it is presented to 
the customer. We analyzed our ac- 
counts for about three months before 


From .» address before the Central At- 


lantic States Bank Management Conference, 
Philadelp 


we put the matter before our customers 
and then we started out by dividing the 
accounts affected into groups of about 
twenty each. At intervals of every two 
weeks we sent out invitations to each 
group, inviting them to stop at the bank 
so that our officers could show them 
some very interesting figures concerning 
their accounts. Almost without excep- 
tion we found a spirit of co-operation 
on the part of our customers and a 
willingness to make a serious effort to 
improve the situation. In many in- 
stances we were able to make sugges- 
tions that were helpful in solving the 
problem, but when there appeared to 
be no way of correcting the trouble, 
our depositors readily agreed to have 
their accounts charged with the loss. 

After the conferences were completed 
we kept the customers posted monthly 
as to the results of the analysis and 
gradually worked up to the month when 
they were all notified that, beginning 
with the first of the following month, 
their accounts would be charged with 
any loss shown by the analysis. 

If anyone has hesitated to analyze 
accounts for fear of losing the good-will 
of his customers, he need not hold back 
any longer. The fact is, the customers 
will be very much impressed by the 
business-like way in which their ac- 
counts are handled and their respect for 
the institution will be increased mate- 
rially. This fear of losing accounts 
here and there is causing thousands of 
dollars loss to banks every year. 

Those who have been afraid of the 
amount of extra work that may be 
involved, need hesitate no longer on 
this account. In the average small 
bank the work can be handled without 
any increase in help whatever, for the 
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necessary operations have been greatly 
simplified. In our bank the work is 
handled by the young woman who has 
charge of our savings account ledgers. 
The only additional equipment required 
was a calculating machine and a supply 
of forms. 


RESULTS IN DOLLARS AND CENTS 


Now some one will no doubt ask, 
“What does all this mean in actual 
dollars and cents?” Here again I will 
refer to my own personal experience. 
Our bank has total deposits of around 
$2,000,000 and of this amount $800,- 
000 is the round figure of checking 
accounts. About three years ago we 
put on the service charge for small 
accounts but we really never got any- 
where with this until we started to 
analyze our accounts. Then we changed 
our method and put the service charge 
on a more scientific basis with the result 
that in 1929 we collected a little over 
$2100 from this source. With account 
analysis in effect four months of the 
last half of 1929, we saved ourselves 
$1100 in interest paid on checking ac- 
counts. I think it is therefore safe to 
assume that our average saving in inter- 
est will amount to at least $2500 per 
year. Beginning with the month of 
January of this year we collected a 
little less than $100 on accounts affected 
by the analysis charge and there are 
still quite a number of accounts to be 
added to the list as we get to them. So 
you can see that if there is no change 
in the situation, we ought to have an 
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increased yearly income of around 
$5000 that we would not have without 
account analysis. Surely any system 
that will bring about such a saving is 
worth looking into. 

After considering the subject to this 
point what, if any, are the disadvan- 
tages? Frankly, I have never been able 
to find any. Some bankers will tell you 
they are afraid the system will make 
too much extra work. This idea is all 
wrong, but even if the work should 
increase slightly the increase in profits 
would justify it. Other bankers will 
tell you that their profits are being 
maintained at a good figure and they 
are satisfied to let good enough alone. 
Surely this is no excuse for carrying a 
large portion of their business at a loss. 
Others will say they are afraid of losing 
some accounts. Experience proves that 


such fears are unfounded, but suppose 
you do lose a few accounts, such ac 
counts are probably costing you money 
anyhow and why worry about the loss 
in number of accounts if you can show 


a sizable increase in profits? 

On the other hand, what are the 
advantages? Just to mention a few: 

It increases self respect of the banker 
by putting him in a position where he 
can show each customer just how much 
his business really means to the bank. 

It aids in establishing an_ intelligent 
loaning policy by showing whether or 
not the account is entitled to-credit. 

It makes the job of the banker 90 
much more interesting. 

And, best of all, it increases the 
profits of the bank substantially. 





Exit the Multiple Borrower 


How the Banks of Reading and Berks County Co-operate to 
Mutual Advantage Through Credit Bureau 


By A. H. SMITH 
President National Bank of Topton, Topton, Pa. 


HE city of Reading, Pa., with 
[en banking institutions cater- 

ing to a population of approxi- 
mately 150,000 people, and the county 
of Berks, of which Reading is the 
county seat, with its twenty-six banks 
located in twenty-two boroughs, are 
embraced in the field covered by the 
bankers’ credit bureau described in the 
following paragraphs. All of these city 
and county banks hold membership in 
the bureau, save two of the rural insti- 
tutions. The system in use could be 
adapted to a county of almost any size, 
or to a group of counties, with but few 
changes. 

It was early in the year 1925, when 
several receiverships among some of the 
smaller industrial concerns disclosed an 
alarming condition of multiple borrow- 
ing at the banks of the city and county, 
that the members of the city clearing’ 
house association determined that some- 
thing must be done to curb the practice. 
They well understood, as does any 
student of human nature, how difficult 
it is to bring together a group of men, 
or women, and produce effective team 
work, even under ordinary circum- 
stances, and when it was considered 
that one of the fundamentals in the 
training of men for banking is secrecy, 
it was quite conceivable that a proposed 
innovation, such as a credit bureau, 
would be approached with caution and 
would be accepted only after much 
deliberation. 

_ After discussing the matter at length 
it was agreed that the plans for a credit 
bureau should be held in abeyance, but 
that a call should be addressed to all of 
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the banks of the city and county for a 
meeting to be held upon a certain date, 
when a permanent bankers’ organiza- 
tion should be effected. This organiza- 
tion later became the Berks County 
Bankers Association. Some trouble was 
experienced in ironing out a few imagi- 
nary differences which seemed to hold 
the banker from one locality aloof and 
apart from the banker who was per- 
chance located in a different section, 
but the organization finally did become 
a reality, and has been functioning 
successfully ever since. Usually this 
organization holds three meetings each 
year, one of them devoted to business, 
while the other two are given over to 
entertainment and social diversions. 
The attendance upon the occasions of 
these social gatherings, when officers, 
directors and employes of all the banks 
are invited, frequently exceeds two 
hundred. 

It was this organization that brought 
the bankers together and created a spirit 
of fellowship and better understanding 
among them, and with this accomplished, 
and with each one now feeling that he 
could exchange confidences with his 
fellow banker as he had never been free 
to do before, the organization of the 
credit bureau followed a few months 
after that of the bankers’ association, 
without much difficulty. 


RULES OF BUREAU 


Rules and regulations for the conduct 
of the business of the bureau were 
adopted as a matter of course, but after 
the members were assured that capable 
and trustworthy persons had been placed 
in charge by the committee appointed 
for that purpose, the manager was given 
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LEADERSHIP 


Tue merging of The First National Bank of Boston and 
Old Colony Trust Company creates a banking institution 
which ranks among the largest in the United States. The 
merging of The First National Corporation of Boston with 
Old Colony Corporation under the name of The First Na- 
tional Old Colony Corporation creates one of the foremost 
investment houses in the country. 


(Combined (apital-Assets . . *115,000,000 


* 


Deposits in Excessof . . . *§00,000,000 
* 
Administering under Individual 
Trusts and Executorships . *310,000,000 
* 
Administering under Agency 


cAgreements . . . « . *600,000,000 


On the basis of leadership in the financial field 
we solicit your business 


“EIRST 


NATIONAL BANK of 
BOSTON 


AND ITS AFFILIATES 


OLD COLONY FIRST NATIONAL 


Trust ComMPANY OLD COLONY 
CORPORATION 
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very broad powers in the determination 
of the bureau's policies. 

The first official act of the new man- 
ager was to issue a call to each member 
bank to make an inventory of all of its 
loans and discounts, except collateral 
loans and purchased paper, which, 
under the rules of the bureau, were 
not to be included in its reports. With 
this accomplished, records were made 
on cards by the banks, which were then 
forwarded to the bureau for its files. 
After the initial reports were sent in, 
new loans were reported on similar 
cards in a like manner. 

For the sake of uniformity, these 
cards are supplied by the bureau, and 
are printed with certain designating or 
key numbers, which obviate the neces- 
sity of giving the bank’s name and add 
to the secrecy of the transaction in the 
event that the cards should fall into 
the hands of unauthorized persons. On 
these cards are entered merely the names 
of the borrowers, including, of course, 


also, the names of the indorsers, if any, 
their respective lines of business, and 
addresses, together with the dates of 


the execution of the cards. 
card is used for each name. 

When these cards have been received 
and filed alphabetically by the bureau, 
duplications are quickly discovered. If 
no duplications are disclosed, the 
bureau’s work ends, with nothing more 
than the names and addresses of the 
borrowers in its files; but when a dupli- 
cation is discovered, each bank being a 
party to such duplication is required to 
supply the bureau with a report show- 
ing its total loans to the borrower in 
question, classified as to the direct and 
indirect liability of the parties whose 
names appear on the paper, together 
with certain other minor details. From 
these reports a summary is made up 
and is sent to each of the banks con- 
cerned. This gives only the aggregate 
amount borrowed from all the banks, 
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and the number of banks being parties 
thereto, but not the names of the banks. 
Upon receipt of this report, any bank 
concerned, may, if it feels that the 
limit of safety has been reached, or 
exceeded, by the borrower, ask the 
bureau manager to call a meeting of the 
proper representatives of all the inter- 
ested banks, so that concerted action 
may be taken in the matter. Thence- 
forth, in such cases, all action lies with 
those particular banks, although the 
bureau manager may assist in any move- 
ment appertaining to the case, but only 
in the broad, general interest of all the 
banks concerned. 

When application is made for a loan 
at a bank by a party that was not pre- 
viously a borrower there, the bank may 
inquire of the manager of the bureau as 
to what the records show. If the rules 
of the bureau permit, the bank will be 
advised as to the amount of the liability 
and the number of banks holding the 
party's paper. .The rules of some credit 
bureaus permit of only a “yes” or “no” 
reply in cases of this character. 


COST OF OPERATION 


The cost of operating a credit bureau 
is not as great as many bankers sup- 
pose. The first cost is the office equip- 
ment, which will include a suitable fil- 
ing device. The Reading and Berks 
County Credit Bureau is operated by 
two people, a manager and one assistant. 
It occupies a suite of rooms jointly with 
the clearing-house association, and this 
arrangement is proving very satisfac- 
tory. To cover the expense of opera- 
tion, rentals and minor costs, an assess’ 
ment is laid upon each member bank 
which amounts to about twenty-two 
cents per year, per thousand dollars of 
the member bank’s loans and discounts, 
which, as previously stated, does not 
include collateral loans and purchased 
paper. 





SUPER-SAFETY CHECK PAPER 
WAS PROVED IN THE LABORATORY .. 
YOU CAN PROVE IT AT YOUR DESK! 


INtropUCcED a year ago, the New Super- 
Safety paper was the first ever created 
exclusively for check purposes. Testing 
engineers proved it greatly superior to 
other check papers. Practical bankers 
agreed. We'll gladly send you their 
reports. 

But we’re much more anxious to send 
you actual samples of Super-Safety 
paper. We know that your personal ex- 
amination will prove its merits more ef- 
fectively than pages of printed matter. 

The coupon below wili bring you 
samples post-haste. We'll leave the rest 
to you—and Super-Safety. Compare it 
with any other paper. Put it through 
every ordeal that checks must undergo. 

Crease it sharply with your finger-nail 
—again and again. You'll grow tired 
before Super-Safety will! Tear it. And 
on the torn edges, notice the extra-long 
fibers that mean surpassing strength. 
Write on it. See how smoothly the ink 


SANK CHEC* 


is absorbed. Ink eradicator, knife or 
eraser leaves a glaring spot. 

Consider Super-Safety’s crisp, fresh 
feel and the beauty of its six soft colors. 
Remember that it costs no more than 
other papers. And here’s the coupon. The 
Todd Co. (Est. 1899.) Bankers’ Supply 
Division. Rochester, Chicago, Brooklyn, 
St. Paul, Denver, Dallas, Buffalo, Bir- 
mingham, Des Moines, Boston, Spokane. 


THE TODD COMPANY 

Bankers’ Supply Division 

1139 University Ave., 

Rochester, N. Y. 

Please send me complete information 
concerning Super-Safety Checks made of 
the new Super-Safety paper. 
Name of Bank 


Name of Officer 





Making the Investment Account Pay 


Good Investment Account Permanent Aid to Banker in Solving 
Problem of Maintaining Satisfactory Earning Power 


By PauL M. ATKINS 


Engineer-economist Ames, Emerich &@ Co., Inc., Chicago 


HERE are certain marked con- 
[es between the secondary re- 

serve and the investment account 
of a bank. The major object of the first 
is to increase the liquidity of the posi- 
‘tion of the bank; the principal reason 
for the existence of the latter is to 
develop its earning power. Because of 
the difference in the ends sought, the 
organization of the two accounts is far 
from alike. Safety of principal is the 
first consideration in selecting assets for 
either of them. The liquidity of the 
assets is the second point in connection 
with the secondary reserve account, 
while potential earning power is the 
second in connection with the invest- 
ment account. The secondary reserve 
account, moreover, is subject to certain 
restrictions in regard to its size, the 
maturity of the securities which it in- 
cludes, etc., which do not affect the 
investment account, whereas there is no 
theoretical limit to the size of the in- 
vestment account of a bank. Unless 
funds are needed more for some other 
purpose, they should be invested in 
assets which are ircorporated in the 
investment account. 

In building up an investment account 
for a bank, it is necessary to give due 
consideration to the adequate diversifica- 
tion of assets. It is undesirable to allow 
an excessive portion of the account to 
be dependent on any one line of credit, 
as, for example, real estate, as repre- 
sented by mortgages and real estate 
bonds. It is not wise to fix definite 
Proportions from which no deviation is 
allowed, but rather to permit a certain 
flexibi'ity which will make it possible 


' Fr 1n address before the Central At- 
anti 


‘ates Bank Management Conference, 
Phila la. 


for a bank to take advantage of changes 
in market and general economic condi- 
tions affecting particular types of securi- 
ties. 


INCOME FROM CAPITAL ACCRETIONS 


Attention has already been called 
to the fact that the possibility of pro- 
curing income as a result of capital 
accretions to this account should not 
be overlooked. This object may be 
attained by giving due heed to chang- 
ing economic conditions, and especially 
to the trends in the rate of interest. At 
a time when interest rates are falling, 
long term bonds should be purchased 
for this account, for the market price 
of this class of bonds will move higher 
with a fall in interest rates than will 
the price of short term bonds. When 
the downward trend of interest rates 
is checked and it appears likely that 
interest rates will tend upward, the 
long term bonds should be sold and 
replaced with short term bonds, whose 
prices will not be depressed nearly so 
much by an increase in the interest 
rates. It is even possible that occasions 
may arise when it is desirable to place 
the funds of this account temporarily 
in call loans, commercial paper and 
bankers’ acceptances while awaiting the 
development of a definite trend in inter- 
est rates. 

Bonds which are incorporated in the 
secondary reserve account of a bank 
should ordinarily be left in that account 
until maturity unless they are utilized 
to procure cash for the primary reserve. 
If there appears to be any reason to 
doubt their credit position they should, 
of course, be eliminated from this 
account at once. It is not necessary, 
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FOREMAN-STATE TRUST AND SAVINGS BANK 
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RESOURCES EXCEED 200 MILLION DOLLARS 





THE BANKERS MAGAZINE 


515 





however, to take this same attitude in 
regard to the bonds which have been 
purchased primarily for the investment 
account. If at any time, for any of a 
number of reasons, the market price of 
these bonds appears to be unduly high 
when compared with the prices of other 
bonds, these bonds should be sold and 
replaced with securities which represent 
a better value. An undue concentra- 
tion in regard to any diversification 
factor should, of course, be avoided in 
making these shifts. 
A WIDE FIELD OF SELECTION 

The field from which bonds may be 
selected for the investment account of 
a bank is much broader than is that 


from which secondary reserve bonds 
must be chosen. Bonds of relatively 


small issues whose credit position is 
thoroughly sound but which do not 
possess broad marketability because of 
their size frequently are excellent com- 
ponents of an investment account be- 
cause of their high yield, combined with 


marked safety. 

It is, perhaps, clear from this brief 
discussion, that there are many points 
to be considered in building up a satis 
factory investment account for a bank. 
In order to obtain productive results 
from this account it is necessary to 
analyze many factors, exactly as in the 
case of the secondary reserve account. 
The factors to be analyzed, however, 
are different in the two instances. In 
the case of the secondary reserve 
account it is particularly necessary to 


study the needs and requirements of 
the bank. It is usually unnecessary, 
however, to analyze the prospective 
assets in any great detail, for it is rela- 
tively easy to determine whether they 
measure up to the standards set for such 
assets. In the case of the investment 
account, on the other hand, it is essen- 
tial to scrutinize with great care the 
securities which are being considered 
for incorporation therein. The greatest 
values for this account can usually be 
obtained by the purchase of little known 
credits. It requires careful discrimina- 
tion to be able to winnow the wheat 
from the chaff in such cases. It be- 
hooves the banker, therefore, to assure 
himself of competent investment counsel 
in such matters. The fact that greater 
flexibility is permissible in building an 
investment account than in developing a 
secondary reserve account for a bank 
means that a greater responsibility is 
placed upon the knowledge and good 
judgment of the person selecting the 
securities. 

The organization of the investment 
accounts of a bank is not as simple and 
easy a matter as may appear at first 
glance. On the other hand, there is 
nothing mysterious or occult about it. 
It requires careful study, hard work and 
the application of scientific principles 
and methods. Such an account is worth 
the effort which it necessitates, however, 
for it is a great and permanent aid to 
the banker in solving the problem of 


maintaining satisfactory earning power 
for his bank. 














What Is a Bank 
Investment Account? 


What is its purpose? Wheat is its utility to a bank? 
How large should it be? Of what should it be composed? 
Should it include bonds? Should it have no bonds? 
Should it be composed partly of bonds and partly of other assets? 
What kinds of bonds should be included therein? 


Should it contain short term or long term bonds? 


UD) ] -T These and other 
be il similar questions are dis- 


cal cussed in a brochure pre- 


[eee agg by our economist, 
rN r. Paul M. Atkins, en- 
Abt titled: Bank Secondary 
Reservesand Investments. 
We shall be glad to send any 
bank a copy upon request. 


Ames, Emerich & Co., Inc. 


5 Nassau Street, New York 


Chicago Milwaukee St. Louis 
Philadelphia Los Angeles San Francisco 











INVESTMENT AND FINANCE - 


A MONTHLY SURVEY OF CURRENT DEVELOPMENTS AFFECTING 
THE BANK INVESTMENT MARKET 
PREPARED EXCLUSIVELY FOR THE BANKERS MAGAZINE 
By PAUL WILLARD GARRETT 
Financial Editor of the “New York Evening Post” 


APRIL, 1930 


Where Do We Go From Here in Business? 


E hear a lot of talk these days 

\X about how bad business is. 

The industrial machine is not 
hitting on all cylinders. 
“hum” of 1929 is gone. 
that “hum.” 

Engine trouble began to develop last 
June in industry. Then was when we 
heard the first “sputterings.” Then 
was when we got our first tangible 
warnings of trouble. We had driven a 
good machine too fast. 

But nearly ten months have passed. 
The mechanics have overhauled the 
motor. Is now then the time to be- 
come alarmed? When on the high- 
ways we maintain a sensitive ear to the 
sound of the engine. The moment we 
detect trouble a repairman is sought. 
Each hour that he works brings us so 
much nearer the time to start off again. 

But we are not so reasonable in all 
things. Each additional month of busi- 
ness recession seems to multiply the 
confusion over the future. Instead of 
the end of troubles we imagine new 
ones coming on. 

It calls to mind the psychology that 
once took possession of those who lived 
in a little Assyrian village in the 
mountains of eastern Anatolia. 

Oppressed by the elements and by 


The intense 
We miss 


wars these people were always wonder- 


ing what would happen “if.” What, 
they asked, if the enemy should press 
down on us from the surrounding 
hills’ What if our crops should fail? 
What if the storms should drive us 
from our shelter? What if some 

ible pestilence should spread among 


‘il one day the fathers of the vil- 


lage decided that something must be 
done to restore normal cheerfulness in 
the place. So they asked each villager 
on a certain festive day to bring to a 
bridge on the river all of this or her 
“what ifs.” It was made a day for 
celebration. 

On the appointed day the villagers 
in holiday dress all came down to the 
bridge. Into one great bag each man 
and woman poured his “what ifs.” A 
string was wrapped around the bag 
so that the “what ifs” would not scat- 
ter. The bag was thrown over the 
bridge into the stream below. It went 
floating down the river. Then some 
little old woman asked: “What if the 
string should break?” ; 

Now in business there are not many 
more weak strings to break. True 
enough, plenty have broken. It is 
true that we have had our troubles. It 
is true that business is bad. 

Somewhere between 3,000,000 and 
4,000,000 people are without work. 
That is the largest army of unemployed 
since 1920-21. It is true that the gen- 
eral volume of industrial production by 
December was down to its poorest 
level since 1924. It is true that com- 
modity prices the world over have 
fallen drastically. It is true that the 
building industry has been receding for 
two years. It is true that we are not 
making as many motor cars as we were. 

But that is all old history. To those 
at least who keep one jump ahead of 
the procession it is. The procession of 
bad business news is only now passing 
by. With all its drab colors we see 
it close at hand. But this is the same 
procession that from our high perches 
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on upper Broadway we all saw starting 
at the Battery months ago. Long be- 
fore the first quarter 1930 developments 
began to consolidate themselves into 
statistics we knew what was coming. 

So this news on bad business is old 
to men who must keep watch of de- 
velopments long before they become 
matters of statistical record. By men 
who today are endeavoring to guess 
tomorrow's statistics. By men who 
want to know: “Where Do We Go 
from here in Business?” 

That should not be a complex ques- 
tion on which to throw light if ap- 
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proached sensibly. Let us see what has 
been done to open up the way from 
this point on. 

To guide the patient to new life 
the business doctors down through the 
years have prescribed almost every 
known medicine. But downright cheap 
money is the one stimulant the world 
over that in the end aways revives 
industry. When applied cautiously 
and sparingly it does not bring the 
desired results promptly. Unfortu 
nately the Federal Reserve System some- 
times has been a cautious doctor. 

But when in history have the money 
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SWEEPING DOWNTURN IN Money RATES 


How sweeping has been the post-panic decline in money rates will be seen from the 


above chart. 


have eventually and invariably stimulated a revival in business. 


In times past reductions in the charge for money as drastic as these 


It is the basis for 


an expectation of better business from this point on. 
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Bonds for Investment 


Public Utility, Municipal, Railroad, 
Industrial, Real Estate, 
Foreign and Domestic 
Financing 


Harris, Forbes & Company 
NEW YORK 


Harris, Forbes & Co 
Incorporated 
Boston 
Harris, Forbes & Co., Ltd. 
Montreal 


doctors worked with such rapid skill 
to oil the credit machine as since last 
autumn’s crash? And when have they 
succeeded so admirably within a short 
time in making hard money soft? 
Two per cent. call money until last 
month had not been seen here in five 
years. Four per cent. time money, 
nine successive reductions in the bill 
rate in two weeks—cutting the rate 
1% per cent. to 2Y,—and a boiling 
bond market, tell you what has hap- 
pened. It means that as a handicap 
to business recovery you must count 
money out. Money in stagnant pools 
is waiting to be used. Here in the 
availability at ridiculously low rates 
of abundant credit is the one sure 
foundation on which to build expecta- 
tions o! recovery. 
Through repeated injections of easy 
credit the money authorities now are 
directins their efforts toward a revival 
in bus'scss. The Reserve is in a posi- 
tion * continue these applications. 
Fortun. ‘ely the time of year is at hand 
when stimulant will be working 
with, » ther than against, the seasons. 


Harris Trust and Savings Bank 
Bond Department 
Chicago 


Harris, Forbes & Co., Ltd. 
London 


These injections of cheap money have 
come early in the year. They have 
come just at a time calculated to en- 
liven the bond market and encourage 
business without inciting wild specu- 
lation in stocks. 

Let those who doubt the power of 
easy money to generate optimism turn 
back to its performances in depressive 
years gone by. 


APPLYING PRECEDENTS TO PRESENT 
SITUATION 


As Warren M. Persons points out, 
if precedents are applicable to the 
present situation easing credit condi- 
tions and the drastic decline in money 
rates in March, and since last October, 
not only remove an obstacle to recovery 
of business, but furnish a_ stimulus 
which should result in increased build- 
ing operations, expanded general busi- 
ness and firm or higher security prices. 

The precedents are furnished by the 
statistical records of the last thirty 
years. The rate on prime commercial 
paper has declined 2!'4 points since 


519 





FOR INDIVIDUAL AND 
INSTITUTIONAL INVESTORS 


Every investment account, whether made up entirely of 
fixed interest-bearing securities or including a proportion 
of equity issues, should have a foundation of high-grade 
bonds. Government, State, Municipal and the best Cor- 
poration bonds are the recognized media for the conserva- 
tion of capital, and are just as suitable investments for 
individuals as for savings banks, insurance companies and 
other institutions. 


The National City Company provides conveniently located 
investment offices in the following cities where recommen- 
dations for the employment of current surplus funds will 





gladly be made: 


Albany, N. Y. 
Atlanta, Ga. 
Atlantic City, N. J. 
Baltimore, Md. 
Birmingham, Ala. 
Boston, Mass. 
Buffalo, N. Y. 
Chicago, Ill. 
Cincinnati, Ohio 
Cleveland; Ohio 
Dallas, Texas 
Davenport, Iowa 
Denver, Colo. 
Detroit, Mich. 
Hartford, Conn. 


Houston, Texas 


Indianapolis, Ind. 
Kansas City, Mo. 
Los Angeles, Calif. 
Louisville, Ky. 
Memphis, Tenn. 
Miami, Fla. 
Milwaukee, Wis. 


Minneapolis, Minn. 


Newark, N. J. 
New Orleans, La. 
Oakland, Calif. 
Omaha, Neb. 
Pasadena, Calif. 
Philadelphia, Pa. 
Pittsburgh, Pa. 
Portland, Me. 


Portland, Ore. 
Providence, R. I. 
Rochester, N. Y. 
St. Louis, Mo. 

St. Paul, Minn. 
San Diego, Calif. 
SanFrancisco,Calif. 
Scranton, Pa. 
Seattle, Wash. 
Spokane, Wash. 
Tacoma, Wash. 
Toledo, Ohio 
Washington, D. C. 
Wilkes-Barre, Pa. 
Montreal, Canada 
Toronto, Canada 


The National City Company 
National City Bank Building, New York 
INVESTMENT SECURITIES 
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HAS AUEHLS 


CorNER IN BusINESS IS TURNED AFTER DROP 
Apparently the low level of business reached in December is destined to remain 


the bottom in the 1929-30 recession. 
were registered. 


At least both in January and February gains 
With the time of year now at hand when seasonal expansion 


normally comes, the expectation is that the modest improvement in productive 
activity may be maintained. 


last autumn to a rate under 4 per 


cent. Never, during the last thirty 
years, has such a decline been followed 
by declining security prices or con- 
tracting business. On the contrary, 
during and following such a decline 
in money rates both stock and bond 
prices normally advance strongly and 
business expansion sets in. 

Precedents in point are those of 
1907-8 and 1921-22. The significant 
setting is the same as 1929-30: first, a 
pronounced recession of business oc- 
curred, second, this recession was ac- 
companied by a substantial decline in 
rates on prime commercial paper and, 
third, t!» decline in rates continued un- 


til a rat» of 4 per cent. or lower was 
reached 


In February, 1908, rates on prime 
commercial paper had declined 1% per 
cent. from the preceding peak. After 
that month, both stock and bond prices 
advanced for a period of more than a 
year. Again in June, 1921, rates on 
prime commercial paper had declined 
14% per cent. from the preceding peak 
and, beginning in July, both stock and 
bond prices likewise experienced a sus- 
tained advance lasting over a year. 

In 1930, thus far, the precedents of 
1908 and 1921 have been paralleled. 
A decline of 1% per cent. from the 
peak of last autumn, registered in 
January, 1930, has been followed by 
sustained strength in the stock and 
bond market. 

In 1908, commercial paper rates did 
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not drop to 4 per cent. until May of 
that year. The trend in business was 
upward from that month on. In 1921- 
22, commercial paper rates did not 
drop below 4 per cent. until July, 
1922. Business had been expanding, 
however, since the beginning of the 
year and the expansion continued into 
the spring of 1923. On the basis of 
these precedents, the revival of busi- 
ness, which is already indicated in 
March, 1930, may be expected to con- 
tinue and gradually gain vigor. 

No other sign of improvement ahead 
in business is so significant as the re- 
turn to favor of bonds. Through the 
restoration of this vehicle of financing 
to popular use will come eventually a 
revival in a long line of industries that 
were handicapped from an inability to 
do senior financing. 


BANKS ARE BUYING BONDS 


Evidence that the banks now are go- 
ing back into bonds is supplied in the 
recent jump in the investment portfolio 
of reporting member banks. 

Even allowing for purchases in con- 
nection with the Treasury issue, this in- 
crease is interpreted as a possible enter- 
ing wedge in a protracted purchasing 
program of bonds on the part of the 
banks. Up to now the banks have not 
been in the market for bonds. Except 
for last November which was a special 
situation, indeed, the banks for nearly 
two years have been sellers rather than 
buyers. 

Now it begins to seem that the stage 
at last is set for the re-entry of the 
banks. Since the. heavy 1928-29 liqui- 
dation in bonds by the banks was a 
powerful depressing force on prices the 
presumption is that the market might 
expect benefits from the switch back to 
bonds if indeed the movement runs far. 
How far it will run nobody knows. We 
do know how many bonds were un- 
loaded between the middle of 1928 and 
October, 1929. The sum ran into 
large figures. It was in excess of $1,- 
000,000,000. That is why the bond 
portfolios of our banks now are low. 


Outstanding among the reasons for a 
switch in policy is the decline in money 
rates to a level that compels the banks 
to recognize the superior advantages of 
bonds to institutions seeking a good re 
turn on funds. Last year bonds offered 
a good return too but there were handi- 
caps not now present. First of all the 
banks then were heavily in debt at the 
Reserve institutions. Their collateral 
loans were heavier. The general credit 
structure was vulnerable. These were 
considerations that made it imperative 
that the banks preserve a state of 
liquidity. 


NEW ISSUES SHOULD BE STIMULATED 


It will be interesting from this point 
on to watch the changes in the bond 
portfolios of the banks. In the event 
that the recent showing does represent 
the beginnings of a broad buying move- 
ment the presumption is that the supply 
of available issues will be materially 
cut down. Doubtless the emission of 
new issues in turn will be stimulated. 
Nobody can fail to see the far-reaching 
benefits to business in a return to popv- 
larity of these descriptions in the 
market. 


POST-PANIC MARKET OUTLOOK GOOD 


Time will be required for this easy 
money to get in its work. It is scarcely 
reasonable to expect it to take effect in 
impressive manner before summer of 
autumn, but meantime there will be 


benefits from the stimulant of the 
seasonal expansion now at hand. 

Bottom then in the 1929-30 business } 
recession seems definitely to have been 
reached. We have not yet come up 
very far from the bottom. But each 
month this year we have narrowed the 
gap between the December bottom 
level in business and the 1929 peak. 
The corner is turned. 

This spring's forward-looking stock 
market is not the strange companion 
to be running along side by side with 
a business recession that it seems. In 
this particular, 1930 as a_ post-panic 
year strongly resembles 1908. 





Bonds 


Commercial Paper - Investment Stocks 


Investment Trust Securities 


Short Term Notes 


During the past thirty-six years we have served as invest- 
ment counsellors to banks, individual investors, corpora- 
tions, institutions, and trustees. We invite you to use our 
facilities at any time — without any obligation on your part. 


A.G. Becker & Co. 


Sound Securities for Investment 
54 Pine Street, New York - 100 So. La Salle Street, Chicago 


In that post-panic year as now the The “sunshine movement” was scat- 
market pushed forward wholly without tering seeds of good cheer. It was 
regard apparently for a simultaneous saying: “Let the people go out and buy 
diverse drift in industry. Bottom in and let them go out and sell; let them 
the 1907 stock panic came on Novem’ resume business the way they were 
ber 15. Business then as in 1929 had doing twelve months ago. Start every- 
started down some months previous. thing with a hurrah, and we will forget 
But the market moved upward per everything about the panic in a day or 
sistently in 1908 against a receding tide two.” That was in June, 1908. 
in business that continued until the Perhaps we should not push this 
middle of the year. These are striking analogy. But let us look further. 
analogies. Rising stocks after a panic went hand 

Even as late as June 1, 1908, six in hand with declining business until 
months after the 1907 panic, the New the middle of 1908. Then business 
York Evening Post in its financial turned upward. But the market's ad- 
column headed “Rapid Advance in vance did not stop. The market kept 
Prices,” said: “resumption of specula~ on going up in the second half of 1908. 
tion for the rise in the stock exchange It did not stop even then. It did not 
today was again ascribed to expecta- reverse its trend until two years after 
tions, to ‘discounting’, rather than to the panic, by which time everything 
actualities.” Money on that day lost in the panic had been recaptured. 
loaned at 14 per cent. as against 125 That is to say, in two years the market 
per cent. a few months before. reached its old peaks attained previous 

Easy money plus the hope that it to the 1907 panic. 
would »vork its own effective cure were Let us not lose faith. Even a re- 
about «il there was then to stimulate turn to happy days in the stock mar- 
marke: confidence. Men were repeat- ket is assured unless historic precedent 
ing jles to give themselves courage. means nothing. We were just as blue 
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after the rich man’s panic of 1903, 
after the 1907 panic, after the war 
decline of 1916-17 and after the post- 
war bear market of 1919-20. 

Where else need we look for a plain 
implication that definite recovery in 
business is in the making than to the 
stock market’s performance this year? 

How many of us realize what has 
happened in the stock market since 


November 13? We know that between 
September 7 and November 13 the 
stock market fell 45 per cent. fron its 
peak. Do we realize that since Novem 
ber 13 the stock market has risen 37 
per cent. from its bottom level on that 
date? 

Let us measure the extent of the 
market’s comeback in points. We 
visualize the swing in points more 
easily. The general market averages 
lost 113 points in the autumn crash. 
These same general market averages 
since the crash have regained 51 points, 
That is to say, the market has recovered 
45 per cent. of what it lost already 
and only four months have elapsed. 

Now it may be contended that there 
is no sign of an approaching business 
recovery in this impressive advance. 
Some may say that the market's rise 
reflects fresh ventures by uninformed 
speculators. By men gambling again in 
the market. But we all know better. 
We all know that the post-panic ad- 
vance has not been put through by a 
gambling public. We all know that 
this rise in stocks represents largely 
purchases by smart institutional and 
individual investors who have bought 
for cash. With the rise in stock has 
come no rise of importance in brokers’ 
loans. 

The stocks have been bought by men 
who believe. business is coming back. 
They may be wrong. They usually 
are right. Before the year in business 
is over we will probably see that they 
were right. 
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BANK NOT LIABLE IN PAYING 
STOLEN CHECK 


Irving Trust Co. v. Leff, New York 
Supreme Court, 237 N. Y. 
Supp. 577 


HERE the payee of a check 

\X/ steals the check from the 

drawer and negotiates it to a 
third person by whom it is collected 
from the drawee bank, the bank, having 
paid the check in good faith, will not 
be liable to the drawer. 

The check in this case bore a nota- 
tion to the effect that it was void unless 
the title to certain premises should be 
taken by a certain party. The title 
was subsequently transferred and the 
payee returned the check to the drawer, 
receiving instead another check for a 
like amount carrying no condition 
stated upon its face. The payee later 
stole the check bearing the condition 
and transferred it to another party who 
collected from the drawee bank. It was 
held that the drawee bank was under 
no obligation to make inquiries in the 
matter, and that since the condition 
stated on the face of the check had 
ae complied with, the bank was not 
laDie. 

Action by the Irving Trust Company 
against Joseph Leff. From an order 
denying its motion to strike out the 
amended answer and for summary 
judgment under Rules of Civil Practice, 
Rule 113, plaintiff appeals. Reversed, 
and motion granted. 


OPINION OF THE COURT 


FINCH, J.—The plaintiff appeals 
from an order denying its motion to 


strik> from the amended answer for 


insufficiency an affirmative defense and 
counterclaim and for summary judgment 
pursuant to rule 113. 

The action is brought upon a promis- 
sory note for $10,000 made by the 
defendant, upon which there is con- 
cededly due and unpaid $4,933, with 
interest. Defendant concedes this in- 
debtedness, but claims a set-off and 
counterclaim in an amount of $1,000 
with interest. The sufficiency of this 
counterclaim thus presents the only 
contest in the case. 

This counterclaim arises in the fol- 
lowing way: The defendant was a 
depositor of the plaintiff bank. On 
March 10, 1928, he delivered to one 
Bragin a check for $1,000, drawn upon 
the plaintiff bank, and bearing upon its 
face the following words: “Void unless 
and until title to premises 502-14 
Liberty Street, Camden, New Jersey, 
is taken by Jos. Leff.” On March 16th, 
when title closed, Dragin surrendered 
this check to the defendant’s attorney, 
and received in exchange another check 
drawn upon the plaintiff in a like 
amount, but with no condition stated 
upon the face. This later check was 
presented to and paid by the plaintiff 
on March 21, 1928. It appears that, 
after receiving this later check in return 
for the check bearing the aforesaid con- 
dition as to payment, Bragin stole the 
check having the condition and trans- 
ferred it to a third party. This con- 
ditional check was presented to and 
paid by the plaintiff bank on March 26, 
1928. The plaintiff made no inquiry 
of the defendant as to whether the con- 
dition precedent to payment had in fact 
been performed. The defendant con- 
tends that, if the plaintiff had made such 
inquiry, it would have learned of the 
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theft, and hence would not have paid 
the check. The defendant further con- 
tends that such failure to inquire was 
a breach of the contractual duty of the 
plaintiff to the defendant, resulting in 
damage to the defendant, the amount 
of which he is entitled to set off against 
the claim of the plaintiff. 

The relation between the plaintiff 
bank and defendant depositor and the 
concomitant rights and duties in respect 
to the transaction are not in doubt. 
The relation is that of debtor and 
creditor to the extent of the sum on 
deposit, with the duty upon the 
bank to make payment of checks bear- 
ing the genuine signature of its depositor 
and in conformity with its instructions. 
Gutfreund v. East River Nat. Bank, 251 
N. Y. 58, 167 N. E. 171; Critten v. 
Chemical Nat. Bank, 171 N. Y. 219, 
63 N. E. 969, 57 L. R. A. 529; Ship- 
man v. Bank of State of New York, 
126 N. Y. 318, 27 N. E. 371, 12 L. R. 
A. 791, 22 Am. St. Rep. 821. 

In the case at bar, the plaintiff paid 


the check in question at its peril that 
the signature of the defendant was 
genuine and that the condition of pay- 


ment had been fulfilled. Both these 
conditions obtained when the payment 
was made, and therefore the duty of 
the plaintiff prima facie was complied 
with. The plaintiff was not required 
to ascertain by inquiry of the defendant, 
or in any other particular manner, that 
the condition precedent to payment had 
been fulfilled. As long as said con- 
dition in fact had been fulfilled, the 
plaintiff bank was absolved from lia- 
bility. The plaintiff, however, owed to 
the defendant the exercise of good faith 
in the transaction, and the defendant 
alleged in its defense that the plaintiff 
had knowledge of the theft of the check 
when paid. In the affidavits upon the 
motion for summary judgment, the 
plainti swears it had no such knowl- 
edge, and the defendant makes no claim 
at any place in this record that the 
plaintiff in fact had such knowledge, 
but r ‘ies solely upon the assumption 
that, if the plaintiff had inquired of 
the de‘ -ndant whether the condition had 


been complied with, it would have 
learned of the theft, which in itself con- 
stitutes no defense. 

It thus appears that there was no 
issue presented as to any knowledge by 
the plaintiff that the defendant’s order 
to pay was not a valid, subsisting order, 
and hence no substantial defense to the 
claim of the plaintiff was shown to exist. 

The fact that the check had been 
stolen by Bragin, the prior holder, and 
thus lacked delivery, does not prevent 
a recovery by the plaintiff, since this 
record shows that the plaintiff was a 
holder in due course. Negotiable In- 
strument Law, §96; Turnbull  v. 
Bowyer, 40 N. Y. 456, 100 Am. Dec. 
523. It follows that the order appealed 
from should be reversed, with $10 costs 
and disbursements, and the motion for 
summary judgment granted, with $10 
costs. 

Order reversed, with $10 costs and 
disbursements, and motion granted, with 
$10 costs. Order filed. All concur. 


LIABILITY FOR ASSESSMENT ON 
FAILURE OF NATIONAL 
BANK 


Early v. Richardson, United States 
Supreme Court, 50 Sup. Ct. 
Rep. 176. 


The defendant purchased shares of 
stock in a national bank from a reg: 
istered stockholder with the intent, at 
the time of such purchase, of giving 
the stock to his minor children. The 
bank was then in a failing condition, 
but the defendant had no knowledge 
of this fact. He subsequently presented 
the stock certificate to the bank and had 
two certificates issued in the names of 
his two minor children. Upon the 
failure of the bank it was held that he 
was subject to the assessment imposed 
upon national bank stockholders where 
the bank fails. The defendant’s children 
were without legal capacity to assume 
the obligation imposed by the statute. 
Upon becoming of age they might elect 
whether to affirm or avoid the entire 
transaction; and, since the transfer 
would work to their disadvantage, the 
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law will avoid it for them. It was also 
held that there was no merit in the 
contention that the defendant was a 
trustee for the children and as such not 
subject to the statutory assessment. 

Action by Thomas A. Early, as re- 
ceiver of the Farmers’ & Merchants’ 
National Bank of Lake City, S. C., 
against J. L. Richardson. On certificate 
from the United States Circuit Court 
of Appeals for the Fourth Circuit. 
Certified questions answered. 


Mr. Justice SUTHERLAND de- 
livered the opinion of the Court. 

The court below has certified to this 
court the following question of law 
upon which instruction is desired: 


“Is one, who purchases shares of stock 
of a national bank, liable for an assess- 
ment subsequently imposed by the 


Comptroller of the Currency upon the 
stock for the benefit of the creditors of 
the bank after the insolvency thereof, 
when it appears that the purchaser 
bought the stock from the registered 


holder thereof and received a certifi- 
cate therefor endorsed in blank by the 
holder, with intent at the time of such 
purchase and delivery of giving the 
stock to his minor child, but without 
knowledge at that time of the failing 
condition of the bank, or intent to avoid 
the stockholder’s liability, and when, 
after the acceptance of the endorsed 
certificate from the seller, and before 
the insolvency, the’ purchaser with like 
knowledge and intent, promptly pre- 
sents the certificate to the bank, causes 
the shares to be registered and a new 
certificate to be issued in the child’s 
name?” 


The suit was brought to recover the 
amount of an assessment upon 19 shares 
of the capital stock of the bank ordered 
by the Comptroller of the Currency 
because the assets of the bank were 
insufficient to pay creditors. Richard- 
son had purchased the stock and re- 
ceived three certificates therefor indorsed 
in blank by the seller. He delivered 
these certificates to the bank with verbal 
instructions to register the stock and 


THE BANKERS MAGAZINE 


———— 


issue two new certificates for 16 shares 
in the name of his minor son, and an- 
other one for 3 shares in the name of 
his minor daughter. This was done, 
the certificates being retained in the 
custody of the bank. 

When Richardson bought the stock 
and received the certificates therefor, 
indorsed by the seller, title passed, and 
the transfer was complete as between 
the parties. Johnson v. Laflin, 103 
U. S. 800, 804, 26 L. Ed. 532. There- 
upon, as between seller and purchaser, 
the purchaser alone became liable for 
any assessment thereafter imposed; for, 
as between them, it would be in dis 
regard of all equitable principles to con- 
tinue against the seller the burdens of 
ownership after the purchaser had be- 
come entitled to all the benefits, includ- 
ing the receipt of dividends. Whether 
under the facts the liability of the seller 
continued, as between him and the 
creditors, is a different matter not neces 
sary to be considered; for, in any event, 
the purchaser, who alone is sued, is not 
concerned with that question. 

That the actual owner of the stock 
may be held for the assessment, although 
his name does not appear upon the 
transfer books of the bank, is well 
settled. Ohio Valley National Bank v. 
Hulitt, 204 U. S. 162, 167, 168, 27 S. 
Ct. 179, 51 L. Ed. 423; Davis v. 
Stevens, 17 Blatchf. 259, 7 Fed. Cas. 
177, 178 (No. 3,653); Case v. Small, 
10 F. 722, 724; Houghton v. Hubbell, 
91 F. 453. 

The real question is whether the 
intent of Richardson to buy the stock 
for his minor children, and the fact 
that by his direction the transfer was 
made to them upon the books of the 
bank and certificates issued in their 
names, had the effect of relieving Rich- 
aidson from liability. We think not, 
since the transferees, being minors, were 
without legal capacity to assume the 
obligation. Upon coming of age they 
would have an election either to affirm 
or avoid the entire transaction. In the 
meantime, the transfer of the stock haw 
ing resulted to their disadvantage, the 
law will avoid it for them, thus leaving 
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the liability of Richardson for assess- 
ments unaffected. See Aldrich v. Bing- 
ham, 131 F. 363; Foster v. Chase, 75 
F. 797: Foster v. Wilson, Id. 

In Foster v. Chase, supra, the father 
bought stock in the names of his minor 
children, and suit was brought against 
him for the amount of an assessment. 
Disposing of the point here presented 
the court well said: 

“The plaintiff claims that the defen- 
dant made himself liable for the assess- 
ment because of the incapacity of his 
children to take the stock and make 
themselves liable for it. He insists that 
they only are the shareholders, and 
liable, if any one is. Assent is neces- 
sary to becoming a shareholder, subject 
to this liability, in a national bank. 
Keyser v. Hitz, 133 U. S. 138, 10 S. 
Ct. 290, 33 L. Ed. 531. Minors do no. 
seem to have anywhere the necessary 
legal capacity for that. The principles 
upon which this disability rests are 
elementary and universal. 1 Bl. Comm. 
492; 2 Kent, Comm. 233. In buying 
and paying for this stock, and having 
it placed on the books of the bank, the 
defendant acted for himself; in having 
it placed there in the names of his 
children, as with their assent, he as- 
sumed to act for them. As they could 
not themselves so assent as to be bound 
to the liabilities of a shareholder, they 
could not so authorize him to assent for 
them as to bind them. To the extent 
that they could not be bound he acted 
without legal authority, and bound only 
himself. Story, Ag. § 280.” 

_ There is no merit in the point, made 
in argument, that Richardson was a 
trustee for the minors, even if that 
would enable him to avoid personal 
liability, Johnson v. Laflin, 5 Dill. 65, 
82, Fed. Cas. No. 7393; and there is 
nothing certified by the court below 
which furnishes a basis for the sugges- 
tion. Richardson, having bought with 
his own money, became the owner of 
the stock. And although the purchase 
Was made with the intent of giving the 
stock to his children, non constat that 
he would not change his mind, as he 
Was perrectly free to do. The new 


certificates simply were issued and reg- 
istered in the names of the children, and 
this, if effective, would have resulted 
only in consummating an ordinary gift. 
It no more created a trust than if 
the donees had been persons sui juris. 
The question must be answered in the 
affirmative. 
It is so ordered. 


NOTE NOT SUBJECT TO 
DEFENSE OF USURY 


City National Bank in Miami v. Lake 
Construction Company, New York 
Supreme Court, 237 N. Y. 
Supp. 58. 


The fact that interest at the rate of 
8 per cent. is in excess of the rate 
allowed by law in the State of New 
York is not a defense to an action 
brought in New York on a note exe- 
cuted in Florida and bearing interest at 
the rate of 8 per cent., which rate is 
legal in the state of Florida. 

Action by the City National Bank 
in Miami, a national banking corpora- 
tion, against the Lake Construction 
Company, impleaded with John W. 
Lake. From an order of the Supreme 
Court, New York County, denying its 
motion to strike out the defense of the 
individual defendant, John W. Lake, 
pursuant to rule 109 of the Rules of 
Civil Practice, on the gound that the 
defense is insufficient in law, plaintiff 
appeals. Reversed, and motion granted. 


OPINION OF THE COURT 


MARTIN, J.—This action involves 
the liability of the defendant John W. 
Lake as an indorser on a promissory 
note. The note was made in the state 
of Florida, bears interest at the rate 
of 8 per cent., and provides in case of 
default that the maker will pay the cost 
of all collection, including attorney’s 
fees. 

The defense which the plaintiff 
sought to strike out is in substance that 
the plaintiff is a foreign corporation not 
licensed to do business in the state of 
New York; that the contract or instru- 
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ment sued upon is one that a New York 
corporation is forbidden by the laws of 
the state of New York to make; that 
the cause of action herein sued upon 
may not be maintained by the plaintiff 
by reason of the provisions of section 
45 of the General Corporation Law of 
the state of New York. 

Section 45 (now section 223) of the 
General Corporation Law provides: 
“But a foreign corporation cannot main- 
tain an action, founded upon an act, 
or upon a liability or obligation, express 
or implied, arising out of, or made and 
entered into in consideration of, an act, 
which the laws of the state forbid a 
corporation or association of individuals 
to do, without express authority of law.” 

It was first argued at Special Term 
that this defense was based upon the 
fact that the note sued upon, bearing 
8 per cent. interest, contravened the 
usury statute of the state of New York. 
Where a note is made outside of the 
state, bearing the lawful rate of interest 
allowed by that state, the mere fact that 
that rate would be usurious in another 
state is not a defense to an action 
brought in the state where that rate of 
interest would have been usurious. 

In Staples v. Nott, 128 N. Y. 403, 
28 N. E. 515, 516, 26 Am. St. Rep. 
480, the court said: “The promissory 
note in suit bears date at Washington, 
D. C., April 5, 1889, was made pay- 
able at a bank in Watertown, N. Y., 
and carried interest at the rate of 7 
per cent. per annum. The appellant 
was indorser upon it, and defends on 
the ground of usury. If the contract 
of the parties which is evidenced by 
this note was governed by the laws of 
this state, the defense should have pre- 
vailed; but if made under the laws of 
the District of Columbia the judgment 
was right, and should be sustained. . . . 
For the court to hold, because the note 
was not actually signed and indorsed 
in the District of Columbia, where the 
agreement it evidenced was made, or 
because it was made payable in another 
state, that the contract was void as con- 
travening the usury laws of the place 
of signature and of payment, would be 


intolerable and against decisions of this 
court. Bank v. Low, 81 N. Y. 566 [37 
Am. Rep. 533}; Transportation, etc, 
Co. v. Kilderhouse, 87 N. Y. 430: Shel- 
don v. Haxtun, 91 N. Y. 124.” 

It is also contended by plaintiff that 
section 45 of the General Corporation 
Law has no application to a corporate 
borrower, and that the transaction is 
not prohibited even by a domestic cor- 
poration. 

The defendant also relies on section 
114 of the Banking Law. That section 
does not make a usurious transaction 
void, but, on the contrary, provides only 
for a penalty for taking usurious inter- 
est, leaving the transaction valid and 
enforceable. 

The plaintiff says that, in addition to 
the transaction here sued upon being 
one which a domestic corporation could 
enforce, there is no ground for alleg- 
ing that it is tainted with usury. 

In Salvin v. Myles Realty Co., 227 
N. Y. 51, 124 N. E. 94, 96, 6 A. L.R. 
581, the court said: “The loan was 
made to the realty company. It was 
the primary debtor. Rieser was a 
secondary debtor, having guaranteed to 
pay the loan if the realty company did 
not. By express provision of the statute 
the realty company could not interpose 
a defense of usury.” 

In Moers v. American Exch. Nat. 
Bank, 208 App. Div. 473, 203 N. Y. §. 
727, 728, the court said: “It cannot be 
doubted, that if this plaintiff, as its 
name gave reason to believe, was a Cor’ 
poration, the undertaking of the note 
to pay 7 per cent. interest would not be 
void as being usurious. The contract 
would be lawful, and no penalty would 
attach, under either the United States 
or state enactments, imposed to mulct 
by a severe civil fine a banking associa’ 
tion making a contract for usury.” 

There is nothing on the face of the 
amended complaint from which it can 
be implied that the transaction oF 
obligation sued upon is one which a 
New York corporation could not sustain 
in the courts of New York.’ The 
amended answer sets forth no facts by 
way of defense upon which can 
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predicated any claim that the transaction 
is illegal, or one upon which a domestic 
corporation might not sue. The mere 
conclusion that the contract sued upon 
is one forbidden by the laws of the 
state of New York is insufficient upon 
which to found a defense, without alleg- 
ing additional facts to show in what 
respect the transaction is illegal. 

The order denying the motion to 
strike out the defense should be re- 
versed, with $10 costs and disburse- 
ments, and the motion granted, with 
$10 costs. All concur. 


BANK FAILING TO GIVE NOTICE 
OF DISHONOR LIABLE TO 
OWNER OF NOTE 


National Nontheatrical Motion Picture 
Bureau v. Old Colony Trust Com- 
pany, Supreme Judicial Court of 

Massachusetts, 169 N. E. 
Rep. 508 


Where a bank, to which a promissory 
note is delivered by the holder, fails to 
give notice of dishonor to the indorsers, 
upon the failure of the maker to pay 
the note at maturity, the bank will be 
liable to the owner of the note for the 
damage sustained by him as a result. 

In this case it appeared that the plain- 
tiff was a holder of a $2500 note, which 
had been indorsed before delivery by 
two persons. The plaintiff thereafter 
delivered the note, which was payable 
one year after date, to the defendant 
trust company for safekeeping. Before 
the maturity of the note the trust com- 
pany inquired of the plaintiff as to what 
should be done with it and the plaintiff 
thereupon requested the trust company 
to make demand for payment at ma- 
turity in the usual way. The note was 
dishonored and the maker subsequently 
went into bankruptcy. The defendant 
trust company, however, neglected to 
send a notice of nonpayment to the 
indotsers. 

Upon the trial, the court found that 
the indorsers were fairly worth the sum 
of $2500 on the day upon which the 
note fell due and held that the plaintiff 
was entitled to recover that sum from 
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the defendant. The decision was af- 
firmed upon appeal. 


OPINION OF THE COURT (IN PART) 


This is an action to recover damages 
for the alleged failure of the defendant 
to send notice of protest for non-pay- 
ment to the indorsers on a note of which 
the plaintiff was a holder through the 
indorsement of the payee. The case was 
heard by a judge of the Superior Court, 
without a jury, who made certain find- 
ings of fact, rulings of law and found 
for the plaintiff in the sum of $2500 as 
damages. The only question at the trial 
was one of damages, and the case is 
reported to this court upon the plead- 
ings, findings of fact and rulings, with 
the stipulation that if the decision was 
right judgment is to be entered on the 
finding. ... At the trial it was 
agreed that the defendant failed to send 
any notice of non-payment to the in- 
dorsers. The maker of the note was 
worthless and has since gone into bank- 
ruptcy. The plaintiff has not received 
anything on account of the note. The 
judge further found that on August 30, 
1925, the date on which the note fell 
due, the indorsers were fairly worth 
the sum of $2500. 

As the only question at the trial was 
that of damages, it is to be assumed that 
the defendant was negligent in failing 
to give notice to the indorsers; it follows 
that the plaintiff was entitled to dam- 
ages which were to be measured by the 
actual loss occasioned by such negligence. 

The contention of the defendant that 
after the maker of the note was adjudi- 
cated a bankrupt the indorsers were in- 
formed of his bankruptcy and said that 
they could not and would not pay the 
note when due, and this was a waiver 
of demand and notice, cannot be sus- 
tained. The decision in Bowen v. 
Farley (256 Mass., 23, 152 N. E., 70) 
is not applicable to the facts found in 
the case at bar. The measure of dam- 
ages for failure to give notice to the 
indorsers would be prima facie the 
amount of the note and interest thereon, 
but if the defendant could show that 
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the loss of the plaintiff was merely 
nominal, and that it suffered no actual 
loss on account of the negligence of the 
defendant, the amount recoverable would 
be limited to nominal damages. 

Whether the plaintiff suffered a loss 
by reason of the failure to give notice 
to the indorsers depended upon their 
financial responsibility and presented a 
question of fact. The evidence upon 
which the trial judge found that the 
indorsers on August 30, 1925, the date 
of the maturity of the note, were fairly 
worth $2500 is not before us. Accord- 
ingly that finding must stand. Upon 
the facts found the plaintiff was not 
entitled to recover the full amount of 
the note with interest, nor was the lia- 
bility of the defendant limited to nomi- 
nal damages. The measure of damages 
recoverable was the loss shown to have 
been the natural and proximate conse- 


quence of the negligence of the de- 
fendant. 

It appears that in September, 1925, 
the attorney for the defendant brought 
an action against the maker and the in- 
dorsers of the note wherein the plaintiff 
in this action was named as plaintiff. 
Judgment was rendered for the full 
amount of the note and execution was 
issued therefor. The defendant's attor- 
ney gave the execution to the defendant 
in this action who in turn sent it to the 
plaintiff. Nothing has been collected on 
the execution. The judge found that 
the action against the maker of the note 
and the indorsers was in reality an 
action by the defendant and for its 
benefit, and that it was brought by the 
defendant’s attorney at its direction. 
It is plain that the judgment in that 
action is not a bar to the right of the 
plaintiff to recover in the present action. 


“Watch Your Margin” 


F books on the late lamented 
stock crash, both humorous and 
otherwise, there seems to be no 

end. One of the most readable is un- 
fortunately anonymous. It is entitled 
“Watch Your Margin; An _ Insider 
Looks at Wall Street,” and consists of 
a collection of letters written by a Wall 
Street operator to his nephew without 
any thought of their publication. There 
is an introduction by W. E. Wood- 


ward. Here are a few excerpts: 


“To most people money-making is a 
nuisance. I know you think I’m ex- 
aggerating; you wonder where such 
people are. Well, the answer is that 
they are around you all day. You meet 
them everywhere. One hundred people 
out of a hundred want money; they 
want to be rich; they want the power 
of wealth and its luxuries. But—and 


_—_ 


_ Watch Your Margin, an anonymous 
Volume of letters from a stock market 
Operator to his nephew, with an introduc- 


tion by W E. 
Horace Liv eright. Woodward, published by 


mark this well—ninety-nine people out 
of a hundred want money without the 
trouble of making it. You get me? 
Wall Street is full of men who want 
something for nothing. It can’t be 
done—not in the long run. . . 

“Talent and ability are needed for 
success in Wall Street. Knowledge, 
too. One must know facts as a lawyer 
knows law or as an engineer knows 
engineering. And even then a man 
will never get anywhere if he lacks 
courage—or a business head. . . . 

“In a bull market you hear men say 
that everybody is buying General 
Motors, or Steel Common, or whatever 
you please. They can say that but 
you ought to know better. No, every- 
body is not buying. Somebody is sell- 
ing. And, in a bear market, you hear 
that everybody is selling. Don’t you 
believe it. A lot of people are — 
or your bear market would be 
ae 

“When the insiders buy the buying’s 
good and when they sell the same 
applies to the selling. The more you 
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know about volume the more you know 
about the insiders and what they're 
doing. Because a stock goes up for 
awhile, it doesn’t mean that the insiders 
are buyers. But if there is plenty of 
turnover—volume—it’s a certainty that 
someone important has decided to take 
a hand. For notice of big doings, for- 
get the plus and minus signs—watch 
volume... . 

“I look upon stocks as merchandise. 
When I buy stocks I comb the market 
the way a merchant does who buys 
goods for his store. A merchant wants 
goods that are salable, at a profit. I 
buy stocks with the same motive... . 

“Good merchants are skilled merchan- 
disers and success in Wall Street calls 
for high class merchandising. . . . The 
merchant cuts prices and advertises a 
sale. The stock operator cuts his loss 


and sells out. It’s about the same thing. 
Price depreciation is the sign that some- 
thing is wrong with the goods on your 
shelves and a smart trader knows that 
a small loss is an easy way out on a 


lame stock. 

“That's the winning system. There 
are two angles to it: small losses and a 
hands-off policy toward paper profits. 
They're equally important. Persevered 
in, it is a system that will deliver the 
goods. ... 

“Conservatism is all right in its way, 
but at the same time I think that among 
all the virtues of mankind it is the most 
thoroughly over-rated. . . . When you 
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come to the question of stocks and in- 
vestments you will find conservatism 
doing business at the same old stand. 
Consult conservatism, with your money 
in your hands, and it will steer you 
right into bonds, or into the savings 
bank. Yet the only people who can 
teally afford to buy bonds are rich 
people. And 4 per cent. interest is too 
much of a luxury for a poor man, if 
he only knew it... . 

“Good stocks sell high. Cheap stocks 
—high yield stocks—sell low to yield 
7 to 9 per cent., even more. Don't as 
sume from this that one need not look 
further than the price of a stock to 
establish its merit, but a low price for 
a stock with a high income return is 
reason enough for its prompt condemna- 
tion by sane people. . . . 

“When it is off a shoe string, you're 
accustomed to think that big money is 
made by way of the margin route, but 
the leading ingredient of that mixture 
is dynamite. It’s not the safe way to 
make stocks pay and for the wise man 
who’s got anything to lose, the safe way 
is the one and only. And you don't 
have to start with a tall stack. . . . True 
merit, adroitly recognized, demonstrates 
the business-like way that profits will 
accumulate, buying and paying for high 
class stocks. Margin’s a non-essential 
and a risk-accelerator. You don’t have 
to buy on margin and you can go far 
without it. What's needed -is stock: 
instinct and dollar-genius. . . .” 





The Financial Situation Abroad 


A Monthly Survey of Current Financial, Economic and Political 
Events in Great Britain and the Nations of Europe 


By Pau. Ernzic 


European Correspondent of “The Bankers Magazine” and Foreign Editor of 
“The Financial News” of London. 


about by the successful conclusion 

of the Hague conference proved 
to be somewhat short-lived. Those who 
believed, under the effect of the adop- 
tion of the Young Plan, that the millen- 
nium was almost within reach, had to 
realize that, important as it was to come 
to an agreement on reparations, it does 
not in itself eliminate the troubles from 
which Europe is suffering. The strong 
opposition in Germany to the ratifica- 
tion of the Hague agreement and to the 
adoption of the legislative measures pre- 
scribed by that agreement, together with 
the procrastination of the parleys in 
Paris between the Succession States to 
elaborate the details of their agreement, 
have once more created a feeling of un- 
certainty. Moreover, the hopes attached 
to the favorable result of the Hague 
conference have failed so far to ma- 
terialize. There are no signs of a re- 
sumption of activity in the interna- 
tional bond market; and it seems that 
would-be borrowers, exasperated by the 
long waiting, will have to continue to 
live on hopes—and on short-term loans 
raised in their domestic markets—for 
some time to come. 

Although there has been a general 
decline of money rates in every part of 
Europe this is not altogether a healthy 
phenomenon. It is true the decline was 
due to a great extent to the elimination 
of the factor which was responsible last 
year for the abnormal rise of money 
rates, namely, the Wall Street boom. 
But the absence of commercial demand, 
Owing to slackness of trade, also had its 
share in the decline. In addition, the 
crise de confiance which prevails all 
over Europe, has also contributed to 
create easier money conditions. As a 


Tite wave of optimism brought 


result of the large number of failures— 
amongst them firms of good standing— 
banks are reluctant to lend, and prefer 
to accept a very low yield rather than 
to run any risk. Firms which are be- 
yond suspicion even amidst the present 
depression are overflooded with offers, 
and can practically dictate their terms, 
while other firms about whose position 
banking opinion is not absolutely cer- 
tain find it difficult to obtain the re- 
newal of the credits obtained at the 
time of monetary stringency. To put 
the matter in a nutshell, banks are will- 
ing to lend only to those who do not 
want any loans. 

Apart from a few isolated transac- 
tions the market for long-term loans is 
still inactive. A large number of in- 
ternational issues are being prepared, 
but negotiations have not passed the 
preliminary stage. In addition to the 
proposed reparation issue and to Ger- 
man, Austrian and Hungarian govern- 
ment borrowing, a number of munici- 
palities in Central Europe are anxious 
ta convert their floating debt into long- 
term loans. Rumania is planning a 
large loan, while Yugoslavia and Greece 
are also waiting for an opportune mo- 
ment to float their much-postponed 
loans. It is of great importance that 
the success of the issue of the first in- 
stalment of mobilized reparations an- 
nuities should be secured. To that end 
the authorities both in London and in 
Paris are discouraging the issue of any 
other foreign loans previous to the 
reparation loan. In any case, notwith- 
standing the marked decline of short 
money rates, conditions in the market 
for long-term loans are still far from 
favorable, and the issue of a few loans 
on attractive terms would considerably 
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interfere with the prospects of the 
reparations loan. * 


AGRICULTURAL TROUBLES 


The decline of the price of grain has 
inflicted incalculable harm to the agri- 
cultural population of Europe. Al- 
though in most countries the crop was 
exceptionally, good, the farmers had no 
benefit by this, as the decline of the 
prices has more than offset the increase 
of the quantities. Moreover, it is in 
many cases impossible to sell the sur- 
plus even on the basis of the low prices. 
As a result, the financial resources of 
the agricultural population in most 
countries are at a low ebb, which again 
is largely responsible for the general 
depression. There is, in addition, a 
movement on foot which is causing 
considerable uneasiness among agricul- 
tural interests. Serious efforts are being 
made in more than one industrial coun- 
try to recover their independence in the 


matter of food supply. In the case of 
Italy, the battaglia del grano resulted in 
a considerable reduction of the import 
of wheat, and the movement is far from 
concluded. In the case of Germany, 
the introduction of import duties on 
grain is bound to stimulate domestic 
production in the long run. Even in 
England, the home of laissez-faire, there 
is talk about some kind of bounty to 
home-grown wheat. 

Unquestionably, these efforts are un- 
natural and uneconomic, as they aim 
at the production of wheat under com- 
paratively unfavorable conditions. At 
the same time, it is impossible not to 
recognize that the movement is not 
without justification. After all, it was 
the agricultural countries all over the 
world which began to create new in- 
dustries after the war, and which have 
raised tariff walls to protect these in- 
efficient industries which would not 
have withstood competition otherwise. 
Largely as a result of this artificial de- 
velopment, the principal European in- 
dustrial countries—Great Britain and 
Germany in the first place—find it now 
dificult to export a sufficiently large 
amount of manufactures to pay for 
their food imports. It is thus not sur- 
prising that these countries are now 
thinking of restoring equilibrium by 
means of cutting down their food im- 
ports as far as possible. The agricul- 
tural countries have therefore only 
themselves to blame if they are begin’ 
ning to feel the disadvantages of eco 
nomic nationalism. 


THE BANK FOR INTERNATIONAL 
SETTLEMENTS 


The preliminary work of preparing the 
establishment of the Bank for Interna: 
tional Settlements is making progress 
according to schedule. On February 
26 the Swiss parliament passed the 
legislative measures authorizing the es 
tablishment of the bank on Swiss ter’ 
ritory, whereupon the representatives of 
the seven founder countries met im 
Rome and signed the convention re 
garding the creation of the institution. 
While the appointment of Gates 
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McGarrah as ;chairman of the bank was 
received with unanimous approval, heated 
controversy is going on as to the choice 
of the general manager. The French 
candidate, M. Quesnay, has been ac- 
cepted by all parties with the exception 
of Germany. Dr. Schacht, in accor- 
dance with the German government, in- 
sists upon the demand that the manag: 
ing director should be a “neutral.” It 
seems probable, however, that the board 
will elect M. Quesnay by majority de- 
cision notwithstanding the German op- 
position. 

It seems unlikely that the bank should 
actually be opened for business by 
April 1, as the ratification of the Hague 
agreement by the parties concerned may 
take some time, and the constitution of 
the board of directors cannot take place 
until after the ratification. The post of 
general manager and other posts cannot 
be filled until the constitution of the 
board. It is understood that various 
members of the organizing committee 
are already inundated with applications 
for posts in the new bank, although the 
number of posts to be filled by people 
other than the members of the staffs of 
existing reparations organizations is, at 
the beginning at any rate, limited. 

It is a widespread belief that the es- 
tablishment of the bank will result in a 
strong demand for Swiss francs. This 
is, however, not necessarily the case. 
The bank will have to keep balances in 
every important center, and there is no 


reason why it should convert into Swiss 
francs more of its own capital or of its 
other resources than is required for 
initial costs and current administrative 
requirements. A greater part of these 
requirements will be covered, at the be- 
ginning at any rate, by the Swiss por- 
tion of the bank’s share capital. 

A number of central banks are revis- 
ing their statutes in anticipation of their 
participation in the share capital of the 
bank. Most central banks are precluded 
by their statutes to acquire and hold or- 
dinary shares. Although the statutes of 
the Bank for International Settlements 
make it possible for the central banks 
to issue to the public the shares allotted 
to them without having to part with the 
voting right attached to them, most cen- 
tral banks prefer to modify their stat- 
utes so as to be able to retain the shares 
in their own portfolio. The Austrian 
National Bank and the Czechoslovak 
National Bank have already taken steps 
in that direction. In some cases the 
capital of the central banks has also to 
be increased in connection with the 
transaction. 


GREAT BRITAIN 


In the course of the last few weeks 
the bank rate was reduced on two oc- 
casions, not on account of the strength 
of the gold position of the bank but 
owing to the decline of market rates. 
There was a persistent weakness of dis’ 
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Offices and leading Hotels. 


count rates mainly on foreign demand 
for bills, and on one occasion the mar- 
gin between the rediscount rate and 
the market rate of discount widened to 
1% per cent. In order to restore the 
control of the central institution over 
the market the bank rate had to be 
lowered, although the bank’s gold stock 
and the attitude of the foreign ex- 
changes did not in itself warrant a re- 
duction. Owing to the firmness of the 
reichsmark the Bank of England has 
been unable to secure any part of the 
South African gold arrivals since the 
end of January, while the Spanish gold 
sent to London was also reshipped to 
Germany. On the other hand, the 
Commonwealth Bank of Australia is 
shipping another £8,000,000 of sover- 
eigns to London, which goes a long way 
towards enabling the bank to meet the 
autumn pressure. In any case, public 
opinion takes nowadays a much more 
reasonable view on the gold position 
than in the past, and does not become 
alarmed at a decline of the gold reserve. 
The attitude in official quarters is also 
much more liberal. 
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Notwithstanding the reduction’ of the 
bank rate the general feeling in the City 
was far from cheerful. The stock ex- 
change witnessed a further decline of 
some of the leading industrial shares, 
and the few new issues floated after the 
Hatry settlement were not successful. 
In financial circles great indignation 
was aroused by a circular sent by the 
partner of one of the leading stock ex- 
change firms to his clients, according to 
which British industries are likely to 
have a bad time for years to come, and 
it is, therefore, advisable for investors 
to transfer their funds into American 
stocks. Many brokers advise their 
clients in a similar sense, but they 
would not care to commit themselves in 
print. 

The main cause of the pessimism is the 
existence of a Labor government which, 
far from being able to find a remedy 
for unemployment, accentuates trade 
depression by an increase of expendi- 
ture and by the threat of the removal 
of the McKenna duties and safeguard: 
ing duties. 
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PREFERENCE OR PROTECTION? 


The outstanding event of the month 
under review has been the active inter- 
vention of two press magnates, Lords 
Beaverbrook and Rothermere, in do- 
mestic politics. The former advocates 
the extension of the principle of Im- 
perial preference and the creation, if 
possible, of a customs union with the 
Dominions or at least with the, Crown 
Colonies. He formed a party whose 
slogan was “Free Trade within the Em- 
pire.” To that end he suggests the es- 
tablishment of taxes on food and raw 
materials coming from foreign coun- 
tries, so as to secure the home market 
entirely to Empire products, against 
which he hopes to obtain the free entry 
of British manufactures into every part 
of the Empire. Lord Rothermere, on 
the other hand, advocates a protective 
tariff against foreign manufactures and 
a subsidy to home farming. The two 
press magnates joined forces, and their 
action succeeded to some extent in in- 
ducing the Conservative Party to adopt 
a tariff reform as part of their electoral 
program. The publicity attached to 
their action has also aroused the inter- 
est of the general public toward the 
fiscal controversy, which is likely to 
play a vital part in British politics in 
the near future. 

There is little chance to induce the 
Dominions to agree to the principle of 
tree trade within the Empire. During 
the last two decades or so they have de- 
veloped powerful industries of their 
own which they would be unwilling to 
expose to the competition of the indus- 
tries of the motherland. At the same 


ECUADOR 


Nine out of every ten items forwarded by you to Ecuador are most 
likely drawn on clients of our bank. The collection of same, then, 
becomes avery simple matter; sometimes just a bookkeeping entry to 
charge the account of drawees and remit proceeds to you. 


Would it not pay to give us a trial? 


LaPrevisora— National Bank of Credit 


Guayaquil — Ecuador — South America 


a  O rrr rr 


time there is no doubt that, with the 
aid of tax on foreign agricultural prod- 
ucts, the Dominions could be induced 
to make concessions as to the preferen- 
tial treatment of British manufactures. 
It is also possible, if not probable, that 
on the occasion of the next elections, 
a Protectionist program will receive a 
very strong support, as the number of 
those who believe that any new ex- 
periment is better than the present eco- 
nomic fatalism is growing steadily. 


BANKS AND INDUSTRY 


No particulars are so far available as 
to the result of the inquiry into the re- 
lations between banks and industry by 
a committee set up at the end of last 


year. It appears, however, that the 
banks—especially the Bank of England 
—are endeavoring to anticipate the 
recommendations of the committee and 
are making efforts to show an increased 
interest in industrial affairs. The par- 
ticipation of the Bank of England in a 
company engaged in financing instal- 
ment selling is the most characteristic 
step in that direction. While it was 
welcomed in industrial quarters it met 
with a fair amount of criticism on the 
part of financial circles. It was pointed 
out that, while the Bank of England 
preaches pure central banking for the 
newly established central banks on the 
continent, it does not hesitate itself to 
take up lines of activity which, far 
from being within the scope of a cen- 
tral bank, can hardly be considered to 
be even within the scope of banking in 
the sense in which the term is known 
in England. 
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At the same time, many people admit 
that the zeal of the Bank of England to 
assist industries to a greater extent than 
it has hitherto done was dictated by 
considerations of a political nature. It 
is not a mere coincidence that it was 
not until the advent of a Labor gov- 
ernment that the bank realized the ne- 
cessity of such developments. As is 
well known, the nationalization of the 
Bank of England forms part of the pro- 
gram of the Labor Party and. although 
Mr. Snowden himself is opposed to 
such a change, the government is pressed 
by the extremist wing of the party to 
fulfill its pledge. In order to demon- 
strate that, although its shareholders 
and directors are essentially conserva- 
tive, the bank is essentially non-political, 
it is now making efforts to support the 
Labor government in its endeavors to 
reduce unemployment. This explains 
why last autumn the increase of the 
bank rate was delayed as far as pos- 
sible, and also why the most conserva- 
tive of all institutions is now launching 
revolutionary innovations, departing 
from its traditions and from the prin- 
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ciples it has always preached as to the 
task of a central bank. It hopes that, 
in doing so, it can disarm the movement 
aiming at the nationalization of the 
bank. 

FRANCE 


During the last few weeks, it has 
been noticed, feelings in France as to 
business prospects have become rather 
less buoyant with optimism. Until 
quite recently it was believed that 
France could continue to remain pros: 
perous while the rest of the world was 
undergoing a period of trade depres 
sion. There are several symptoms, how’ 
ever, which have made the French pub- 
lic realize the interdependence of na- 
tions. The sharp decline in the. num 
ber of foreign visitors has dealt a 
severe blow to French hotel industry, 
and also to luxury trades which live on 
the spendings of foreign tourists. The 
reduction in the number of American 
travelers since the Wall Street slump is 
felt particularly keenly. Exporters of 
luxury articles are also beginning to 
feel the decline in the purchasing power 
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of the public in other countries. Lastly, 
France could not escape the effect of 
the world-wide agricultural depression. 
Owing to the low prices of agricultural 
products the spending capacity of 
French peasants has suffered consider- 
ably, which again tends to cause depres- 
sion in ‘the home market. Although 
industries are still working up to their 
capacity and there is no sign of unem- 
ployment so far it is felt that this year 
will be far less prosperous than the 
last two years that have elapsed since 
the stabilization of the franc. 

Activity on the Bourse has also fallen 
off and stock prices have shown a 
downward trend. The decline of in- 
terest rates was due in part to the de- 
cline of demand for funds; it is likely 
to affect the earnings of banks which 
find it difficult to place their funds on 
a remunerative basis. 


ISSUING ACTIVITY 


The only branch of financial activity 


which 


continues to be as prosperous as 
possible 


is the issue of industrial deben- 
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tures. In the course of 1929 the total 
amounts of new capital issues in France 
amounted to 154% milliards francs, of 
which 1 milliard represented new com- 
panies, 72 milliards increases of share 
capitals of existing companies, and 6% 
milliards bond issues by existing com- 
panies. Since the beginning of this 
year the predominant part of new is- 
sues were bonds, which reached record 
figures in the course of February. A 
great part of these issues were made for 
the purpose of converting debentures 
issued soon after the war, at the rate 
of 7 or 8 per cent. At present good 
companies are able to raise funds on a 
6 per cent. basis and even cheaper. The 
yield of the new Credit Foncier issue was 
fixed as low as 3% per cent. It appears 
that the persistence of low rates on the 
market for short-term loans is at last 
beginning to affect rates on the market 
for long-term loans. 

There are indications that this ten- 
dency will result in a revival of the ac- 
tivity in the foreign bond market in the 
near future. A Finnish loan was is- 
sued in Paris recently and met with a 
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good response. It is known that about 


France did nothing to discourage the 


half of the first instalment of the com- 
mercialized reparation annuities will be 
placed in France, and that French banks 
intend to take large participations in the 
coming Austrian and Hungarian loans. 


GOLD EXPORTS 


The Bank of France has been subject 
to frequent criticism on account of its 
gold hoarding policy. On the occasion 
of the meeting of the bank’s sharehold- 
ers the governor, M. Moreau, empha- 
sized the fact that the gold accumulated 
is by no means locked up from interna- 
tional intercourse, and that, should the 
exchange move against France, the bank 
would not hesitate to part with gold 
withdrawn for the purpose of arbitrage. 
The occasion has arisen much sooner 
than expected. Toward the end of 
February and early in March the Ger- 
man exchange underwent a marked ap- 
preciation as a result of which it be- 
came profitable to take gold from Paris 
to Cologne. Several consignments were 
actually withdrawn, and the Bank of 
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movement. The amounts involved were, 
however, moderate, and it is still left 
to be seen whether the bank would 
maintain its neutrality against move- 
ments of greater magnitude. 


GERMANY 


The period of depression continues 
and there is so far no sign of relief. 
As in other countries, the difficulties of 
the agricultural population caused by 
the decline of the price of land products 
has contributed to other evil circum 
stances. Although at the end of last 
year an import duty was imposed upon 
grain—mainly to check the dumping of 
Russian grain—it did not materially 
improve the situation, and certainly did 
not prevent a further decline of prices. 
The increase of unemployment has ac- 
centuated the budgetary troubles of the 
government. In spite of the fact that 
the adoption of the Young Plan will 
save a large amount the government 
finds it difficult to cover expenditure 
with revenue, owing to the additional 
burdens of unemployment relief. 





FOREIGN BANKS ARE 





The outstanding event of the month 
was Dr. Schacht’s resignation of his 
post of president of the Reichsbank. 
His decision took the world by surprise, 
and yet it was the logical outcome of 
his attitude toward the Young Plan. In 
December last he registered a protest 
against the acceptance of burdens in 
addition to the Young annuities, but his 
objections were overruled. In January 
last he tried to torpedo the Hague con- 
ference by refusing the co-operation of 
the Reichsbank in the establishment of 
the Bank for International Settlements, 
but his opposition was waved aside by 
his government, which agreed to compel 
the Reichsbank by law to co-operate in 
the application of the Young Plan. 
Lastly, in February he attempted to 
prevent the appointment of M. Quesnay 
as general manager of the Bank for In- 
ternational Settlements on the ground 
that, in the interest of the impartiality 
of the bank, that post should be filled by 
a “neutral.” In this respect he received 
the support of his government, but he 
had to realize that his efforts were hope- 
less, as the other founder countries were 
in favor of the appointment. He de- 
cided, therefore, to resign, much to the 
regret of financial interests in Germany, 
which will find it difficult to find as 
able a representative as Dr. Schacht. 
During the difficult initial period of the 
activities of the Bank for International 
Settlements, Dr. Schacht’s expert knowl- 
edge and undisputed authority would 
have been helpful to Germany and to 
the bank itself. His successor, Dr. 
Luther, though an able statesman and 
financial expert, is not a banker and 
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will find it difficult to replace Dr. 
Schacht. 

Although the official rediscount rate 
has been lowered money conditions re- 
main tight in Germany and there is a 


strong demand for foreign credits. It 


© KEYSTONE VIEW CO. 
Dr. Hans LUTHER 


Former German chancellor, who has 
succeeded Dr. Schacht as president of 
the Reichsbank. 


is especially municipalities that are bor- 
rowing abroad; the City of Hamburg 
placed treasury bills amounting to £1,- 
500,000 in London, while the 8° per 
cent. internal issue of three years’ trea 
sury bills of the City of Berlin were 
placed abroad to a great extent. Ex- 
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ternal borrowing was largely responsible 
for the firmness of the reichsmark, as 
a result of which large amounts of gold 
were obtained from London and Paris. 


ITALY 


The amalgamation between the 
Credito Italiano and the Banca Nazio- 
nale di Credito is unquestionably the 
most important banking deal in Italy 
since the war. Both institutions will 
maintain their identity, but will operate 
in different spheres. The Credito Itali- 
ano will take over from the Banca 
Nazionale di Credito all commercial 
banking business, and will transfer to 
the latter all its security holdings. As 
a result, the Credito Italiano will be- 
come a purely commercial bank, while 
the Banca Nazionale di Credito will be- 
come a holding company of industrial 
shares and a securities corporation. The 
control will be in the hands of the 
Credito Italiano, whose position will 
strengthen thereby considerably. Al- 
though the Banca Commerciale Italiana 
will maintain the lead the difference .be- 
tween that institution and the Credito 
Italiano will diminish considerably. 

During the last few months Italian 
finance has displayed an active policy 
of expansion abroad, pursuing always 
a political end. Loans were granted to 
Hungarian financial interests and to the 
Turkish government as part of a policy 
of rapprochement pursued by the 
Italian government. 
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Share Capital Paid Up Lit. 30,000.000. 


HOLLAND 


The new year brought cheap money 
to the Amsterdam market and there was 
a fair amount of debenture issues. The 
issue of foreign loans has also been re- 
sumed; among others, loans were floated 
for the government of Luxembourg, for 
the Belgian industrial concern John 
Cockerill S. A., for the Chilean gow 
ernment, etc. It is believed that Holland 
will take over a fairly large portion of 
the coming issue of reparations bonds. 
The foreign issues floated during 1924- 
28 have been fairly well digested and 
the market is now ready for other 
issues. It is expected that Amsterdam 
will participate in most foreign issues 
to be floated in other centers. The 
Dutch public does not object to bonds 
issued in foreign currencies, which 
makes it easy for Dutch banks to par’ 
ticipate in international banking groups 
with comparatively small amounts. 

Dutch banking circles do not grieve 
over the fact that the Bank for Inter- 
national Settlements was not established 
in Holland. They hold the view that 
the bank would compete to a great ex’ 
tent with banks in the center where it 
is located, so that it is an advantage for 
Amsterdam to have the bank elsewhere. 


SWITZERLAND 


An unsatisfactory winter, together 
with the world-wide depression, influ 
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enced unfavorably the tourist season, 
while export industries also have reason 
to complain. Business conditions on 
the whole are nevertheless fairly satis- 
factory and banking results are gratify- 
ing. The Swiss franc has been rather 
firm lately, largely owing to the repara- 
tion of funds as a result of the all- 
round reduction of bank rates abroad. 
The Swiss bank rate has been for years 
unchanged at 3% per cent., and higher 
rates in other centers attracted consid- 
erable Swiss funds, especially during 
1929. Now that the discrepancy has 
dwindled down considerably there is 
little advantage in keeping the funds 
abroad. 

The report of the Swiss National 
Bank points out that, in virtue of the 
Swiss currency reform, the notes are 
convertible into Swiss coins, but this 
provision is temporarily suspended until 
the leading countries also restore the 
circulation of gold coins; meanwhile 
the notes are convertible, at the-bank’s 
option, into gold bars or foreign gold 
currencies. The practical significance 
of the provision of convertibility into 
® gold coins is negligible, as the leading 
countries are most unlikely ever to re- 
store the circulation of gold coins, so 
that there will be no opportunity to 
apply the clause. The case of Holland 
has clearly shown that, even if gold 
coins are issued, they cannot be kept in 
circulation for any length of time as 
they are soon hoarded or exported. In 
the case of Switzerland, with its enor- 
mous tourist traffic, there will be even 
more opportunity for exporting the 
coins than in the case of Holland. 


SPAIN 


The failure of the dictatorship of 
General de Rivera was largely due to 
the incompetence of the government in 
the matter of monetary policy. They 
were unable to stabilize the peseta, in 
spite of the fact that the Bank of Spain 
is the owner of one of the largest gold 
reserves. The foreign credits of $20,- 
000,000 and £5,300,000 were wasted in 
a futile attempt to revalorize the peseta, 
while the terms of the internal loans 
raised with the object of providing 
funds for the repayment of these credits 
were such as to bring about a heavy 
slump in the exchange. Even the ex- 
port of £4,000,000 of bar gold to Lon- 
don was unable to prevent a further 
depreciation of the peseta. 

Political uncertainty was also an ad- 
verse factor. Although the failure of 
the dictatorship was generally welcomed 
the regime that took its place seems to 
lack the elements of stability. There is 
much talk about the possibility of Re- 
publican attempts to seize the power. 


AUSTRIA 


As a result of the Hague agreement 
the position of the government of Dr. 
Schober has become consolidated. The 
rapprochement with Italy has also in- 
creased the feeling of stability in the 
domain of external politics. Should the 


government succeed in floating the 
much postponed loan for capital expen- 
diture it will result in a considerable 
improvement in general conditions. 
Part of the proceeds would have to be 
used for the repayment of the advances 
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granted by Austrian banks for railway 
expenditure and other capital expendi- 
ture. Another loan operation, to pro- 
vide funds for a housing scheme, is also 
under consideration. 

The expectations of the development 
of Vienna as an international financial 
center did not altogether materialize. 
Although the leading Austrian banks 
act to some extent as intermediaries be- 
tween the Western financial centers and 
the Near East, centers such as Budapest 
and Prague compete to some extent 
with Vienna, and there is an increasing 
tendency for the establishment of direct 
relations with Rumanian, Yugoslav, etc., 
banks. Austrian banks are also handi- 
capped by the difficulty of adjusting 
their staff to their diminished require- 
ments. As a result of contracts con- 
cluded soon after the war under politi- 
cal pressure, they have to pay enormous 
compensations and pensions to any em- 
ploye they dismiss, and for this reason 
they prefer to keep thousands of clerks 
in sinecures rather than reduce their 
staff. If in spite of this they are able 
to produce a profit it is largely because 
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of their subsidiaries situated in other 
Succession States. 


HUNGARY 


Conditions in Hungary, as in every 
other agricultural country, are far from 


satisfactory. Owing to the reduced 
purchasing power of the rural popula 
tion, business is dull, and banks have to 
keep a large part of their funds unem- 
ployed. This accounts for the decline 
of the rates of interest. A favorable 
feature in Hungary's economic situation 
is the improvement in her trade bal- 
ance. Although this was largely due 
to the lack of purchasing power of the 
population, which resulted in a decline 
of imports, the successful efforts of in’ 
dustries to increase their exports has 
also contributed to the favorable result. 

It is hoped that the external loan 
which was promised to the Hungarian 
government at the Hague, will result in 
a revival of industrial activity, and will 
help the country to tide over its period 
of agricultural depression. The banks 
are in a strong and liquid position, and 
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are able to decline the short-term funds 
offered from abroad on advantageous 
terms. The official policy aims at dis- 
couraging short-term borrowing abroad. 


RUMANIA 


In spite of the record crop, conditions 
are far from satisfactory, not only on 
account of the low produce prices, but 
also because, owing to the existence of 
export duties on agricultural products, 
the peasants are unable to sell their 
crop. It is the intention of the gov- 
ernment to abolish the export duties, 
but it cannot be done at once, as it 
would upset the equilibrium of the 
budget. In the first place, direct taxa- 
tion is being increased in order to pro- 
vide revenue in the place of the export 
duties and to enable the government to 
increase the salaries of public servants 
who are at present hopelessly under- 
paid. 

Up to now there has been but little 
response to the government’s efforts to 
encourage the influx of foreign capital. 
* One of the causes of this lies in the 
general international financial situation 
which, however, now shows signs of im- 
provement. The government is also en- 
deavoring to eliminate the legislative 
obstacles to the influx of foreign capital. 
In order to make it possible to obtain 
mortgage loans abroad the government's 
priority for fiscal claims is being limited 
to a fixed amount. The government 
intends to issue abroad a large railway 
loan in the autumn, while negotiations 
are in progress for the raising of funds 


for the exploitation of government- 
owned forests. 


TURKEY 


The Turkish pound underwent a 
marked depreciation early this year, 
owing to the agricultural situation. In 
order to prevent a further fall, the gov- 
ernment has introduced strict exchange 
regulations which have made dealings 
in Turkish pounds practically impos- 
sible. For this reason, the rate of 1,030 
is purely artificial Rumors were in 
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circulation that the government in- 
tended to apply for a moratorium. This 
was denied, but negotiations have been 
initiated between the government and 
the Ottoman Debt Council to find a 
solution enabling the government to 
tide over its temporary difficulties. In 
a statement to the press, the prime min- 
ister, Izmet Pasha, declared that Turkey 
is determined to carry out her obliga- 
tions but requires support in order to 
enable her to do so. He said that they 
would welcome the appointment of 
Professor Rist—whose term of office in 
Rumania has expired—as their foreign 
financial adviser, and are willing to un- 
dergo a financial reconstruction. It is 
also reported that negotiations are in 
progress with the Swedish match trust 
for a loan of $50,000,000 against which 
the government would grant the con- 
cession of the match monopoly. 

Up to now the government has car- 
ried out its liabilities, and the funds re- 
quired for the payment of the next 
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the Ottoman Empire, Syria, Palestine refuses to acknowledge her share on the 


and Iraq have settled their debt, in part ground that she was no party to the 
by the surrender of bonds and in part Treaty of Lausanne. 
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Cotton Finance 


By A. F. SHAWYER 
General Manager Martins Bank Ltd., Liverpool 


article entirely to the financing of 

cotton in Great Britain although, 
trictly speaking, financing begins with 
the advances obtained by the cotton 
grower in America. 

Liverpool firms in the cotton trade 
are divided broadly into importers and 
merchants, buying brokers, and brokers 
who specialize in futures, that is to say, 
cotton for future delivery. The larger 
firms conduct all three classes of busi- 
ness, but in general the division as stated 
holds good. 

Expressed in its simplest form, the 
practice is for the various firms to 
arrange with their bankers at the begin- 
ning of the season (about September) 
for the accommodation they expect to 
require, whether by way of acceptance 
credit, open overdraft or against cover, 
and they also ascertain the extent to 
which trust letters will be taken. It 
may here be explained that a trust letter 
is an engagement by the customer to 
hold cotton released to him in trust for 
the bank, and to account for the pro- 
ceeds. If such a letter is in proper form 
it is valid according to English law, and 
the proceeds of the cotton can be fol- 
lowed provided the cotton has not gone 
into process in a mill and so lost its 
identity. If a customer is fraudulent 
and does not apply the proceeds of the 
cotton in repayment of the advance, the 
F bank may suffer loss, but such an offense, 
which is a penal one, is of rare occur- 
tence. The bank must protect itself by 
watching carefully for proceeds, and if 
it should be found that they are in 
arrears or are being diverted to an 
account other than that specified in the 
trust letter no time must be lost in tak- 
ing up the matter with the customer. 
Apart from misapplication of proceeds, 
it should he mentioned that there is a 
danger, in the event of the customer’s 
failure, that the buyer of the cotton 


[' is proposed to limit this short 


may prove also to be a creditor of the 
customer, in which case one debt can 
be legally set off against the other to 
the bank’s loss. 

Before determining the extent to 
which he will afford facilities, the 
banker has to consider the resources, 
character and experience of his customer 
and the prudence or otherwise of the 
proposed commitment. In these days 
the banker must weigh up general 
prospects also and take note of the posi- 
tion of the mills with whom the cus- 
tomer is in the habit of dealing; and he 
must take into account the customer's 
experience of the market. If experience 
and judgment are lacking, serious mis- 
takes, such as the importation of a 
grade of cotton not readily salable, may 
be made, against which the banker can- 
not guard himself. 

It is obvious that it is unwise to 
finance a customer with capital inade- 
quate to his trading although the 
banker protects himself by requiring a 
margin of 10 per cent. on all cotton 
pledged against advances, and, in addi- 
tion, stipulates that purchases of cotton 
shall be hedged at once by sales of 
Futures. Futures, it will be understood, 
are contracts to enable the importer to 
purchase cotton when required and to 
pass on the risk of price fluctuations to 
another until the cotton is actually sold. 
They -have been defined as the trading 
in contracts for the future delivery of 
cotton, and their prices as determined 
by the present state of the market in 
relation to anticipations as to its state 
at different times in the future. 


DEVELOPMENT OF AMERICAN FUTURE 
CONTRACTS 


The Liverpool market was the first 
to develop the American Future con- 
tract which calls for actual bales of 
cotton, weighing 48,000 pounds per 
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100 bales, of “middling” grade and of 
fair staple. There are ten grades offi- 
cially quoted, but the three lowest are 
not tenderable on a Future contract. 
Anything of the grade of low middling, 
or better, may be tendered at its value 
relative to middling, fair staple. 

Contracts are made for delivery in 
a specified month and must be fulfilled 
unless closed in the meantime. The 
basis of the whole contract being actual 
cotton, the buyer is bound to take de- 
livery when the cotton is tendered 
through the Clearing House of the 
Liverpool Cotton Association, and must 
pay cash through the Cotton Bank 
against the delivery order. 

The utility of a “Futures” contract 
may be illustrated by the simple example 
of a Liverpool importer who buys 100 
bales of cotton from Memphis for Sep- 
tember shipment at a price, expressed 
in a stated number of points (100ths 
of a penny) on or off the ruling quota- 
tion of January Futures, say twenty- 
five 100ths on, to show him a prospec- 
tive profit of Yad. per lb. (twenty-five 
100ths of a penny) after bringing the 
556 


services and facilities in this respect. 


cotton to Liverpool and paying all 
expenses. Having no actual buyer avail: 
able at the moment, he protects himself 
from fluctuations in price by selling 100 
bales of January Futures immediately 
he has effected the purchase of the 
cotton to be shipped in September. 
Later, he sells his actual cotton to a 
spinner, at, say, 50/100ths on January, 
again basing his price on the current 
value of January Futures, and buys back 
the Futures he has sold as a hedge. He 
has thus bought and sold 100 bales of 
actual cotton and 100 bales of Futures, 
the former being delivered and paid for, } 
while the Future contract at maturity 
is liquidated through the Clearing 
House, he having bought and sold 100 
bales of January Futures. The Futures 
operation is finally closed by the pay’ 
ment of the difference between the pur 
chase and sale prices through the Cotton 


- Bank. 


CLEARING HOUSE AND COTTON BANK 


The Clearing House and the Cotton 
Bank were instituted in 1873 to save 
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the labor of direct payments between 
members and to reduce financial risks 
by means of periodical settlements. 
Fach morning the Cotton Bank, which 
it should be understood is not a bank 
in the ordinary acceptation of the term, 
receives payments from the banks in 
the spinning districts and from houses 
in Liverpool, the amounts being credited, 
as may be directed, to cotton firms. The 
credit certificates which are issued by 
the Cotton Bank are presented by the 
respective firms to the Clearing House 
together with a statement of all credit 
transfers issued to them or by them, any 
firm with a debit balance having first 
paid the amount to the Cotton Bank 
against a certificate. The Clearing 
House then sends to the Cotton Bank a 
list of balances due, and the amounts 
are paid the same day through the Bank 
of England to the credit of the various 
firms at their banks. In this way pay- 
ments are made for actual cotton, 
claims of all kinds are met, and weekly 
differences on Futures are settled. 

It has been shown that hedging pro- 
tects the customer and the bank alike 
against the danger of a falling’ market, 
but a weak customer might nevertheless 
find it dificult to provide cash to meet 
differences on a rising market when 
cotton is still at sea and the documents 
are in transit also. The documents 
consequently cannot be deposited with 
the bank as security for advances. Con- 
versely, with cotton at sea and docu- 
ments not to hand differences on a fall- 
ing market will be paid’ into the bank, 
which may be misled by the apparently 
satisfactory position of the customer’s 
account. 

Having satisfied himself with regard 
to the customer's position, the banker’s 
Next step is to verify the standing and 
responsibility of the shipper. An un- 
reliable shipper may involve the most 
experienced importer in difficulties, the 
only remedy in case of an unsatisfactory 
shipment being arbitration by the Liver- 
pool Cotton Association and possibly a 
long-delayed settlement by the shipper 
of the resultant claim. The importer 
finds himself saddled with cotton which 
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may be unsalable or difficult to sell and 
in this way his funds become locked up 
with the possibility of a loss at the 
finish. 

Everything being in order, the re- 
quired accommodation is arranged and 
the customer effects his purchases of cot- 
ton through correspondents in America 
or elsewhere. The cotton is delivered 
in due course either to a railroad or 
direct to a ship and a bill of lading is 
obtained by the shipper. The bill of 
lading is the bank’s prime security and 
may be either in the form known as 
a Railroad or Through (Conference) 
Bill of Lading (which has been gen- 
erally adopted through the efforts of the 
Liverpool Cotton Association); or in 
the form of custody bills or port bills 
which, as well as through bills, are 
issued under agreement with the Liver- 
pool Cotton Bills of Lading Conference 
(1907) Committee and the American 
Bankers Association. There is another 
form, known as a straight bill of lading, 
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made out to the order of the shipper and 
marked “Not negotiable,” but this is not 
a document which can afford proper 
security to a bank and should always 
be refused. The intention of a straight 
bill of lading is that the goods men- 
tioned shall be deliverable only to the 
consignee named in the bill. 

The bill of lading, together with rela- 
tive insurance policy or insurance cer- 
tificate (covering marine and war risks 
as well as country and sea damage and 
risk of fire from quay to warehouse) is 
attached by the shipper to a sterling 
draft which he draws at 60 to 90 days’ 
sight on the Liverpool bank. Marine 
insurance, it may be remarked, is usu- 
ally effected by a shipper under an 
open policy which covers all the cotton 
shipped by him during the season, and 
as the policy applies to various lots of 
cotton a certificate specifying the insur- 
ance in respect of each particular lot is 
issued by the insurance company, on 
whom the banker holding the certificate 
indorsed in blank, together with the bill 
of lading, can claim direct. If the in- 
surance company is unknown to the 
banker it is important that he should 
satisfy himself with regard to its stand- 
ing and responsibility. 

The sterling draft drawn by the 
shipper is generally bought by a New 
York bank or bill buyer who forwards 
it with the attached documents, through 
an English agent, for acceptance. The 
Liverpool Bank, on presentation of the 
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draft, sends a notice to the importer of 
the cotton to call and inspect the docu- 
ments and to give instructions to accept 
(which should set out details of the 
draft, documents, cotton and value, and 
should include an undertaking to keep 
up the necessary margin). The cus 
tomer should at the same time give the 
bank full power of sale over the cotton 
and should engage to provide funds to 
meet the draft at maturity. The letter, 
which should be worded to protect 
the bank against defective documents, 
amounts to a simple agreement under 
hand and should be signed over a 6d. 
adhesive stamp. 

If everything appears to be in order, 
the draft is accepted by the bank and 
the documents retained, but it may be 
mentioned that drafts are sometimes 
drawn direct on the importer, who in 
that case requests his bank to make an 
advance to retire the draft and get the 
documents. In either case, the bank 
comes to hold the documents for the 
cotton as security. 


ARRIVAL OF THE COTTON 


The next step is for the customer to 
watch for the arrival of the cotton by 
scrutinizing the list of steamship arrivals. 
When the cotton is known to have 
arrived the bill of lading is in most cases 
handed by the bank to the customer, 
against a trust letter, to claim and store 
the cotton in a warehouse in the bank's 
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name. The warehousekeeper may be 
either a dock or canal authority, a rail- 
way, a limited company, a private firm 
or an individual, but if a private firm 
or individual the bank should satisfy 
itself that such a keeper is responsible 
and also that he is not using a ware- 
house as the tenant of an over-riding 
firm of warehousekeepers. If he were to 
become bankrupt the over-riding firm 
could claim warehouse and contents 
because the goods would be standing in 
the books of the over-riding warehouse- 
keeper to the tenant’s order and not to 
that of the bank, although the tenant 
had issued receipts. 

In some cases, such as a dock author- 
ity, warehousekeepers have statutory 
authority to issue warrants which have 
to be indorsed and surrendered against 
delivery of the goods, but it is the 
general practice in Liverpool, in dealing 
with cotton, for the warehousekeeper to 
Issue receipts which are indorsed with 
a banker's lien clause to the effect that 
the goods are held subject to rent there- 
on only and are free of all other liens, 
freights and charges. Such receipts are 


not required to be surrendered against 
delivery. It may be added that a receipt 
in favor of the customer, even though 
indorsed by him, does not pass the title 
in the cotton. 

When delivery is required under a 
warehouse receipt for cotton in the 
bank’s name, the bank gives a delivery 
or transfer order in favor of the cus- 
tomer stating that the cotton is to be 
delivered on payment of all rent and 
charges. If this instruction is omitted 
warehouse rent may accumulate against 
the bank; and it should be specially 
noted that to bring a delivery order 
under a trust letter it should be made 
out in the customer’s name and not the 
buyer’s. 

Having obtained delivery, the cus- 
tomer sells the cotton and the proceeds 
are applied to meet the acceptance given 
by the bank at maturity or, if the bill 
has run into cash advance, to repay the 
relative advance. 


ADVANCE ACCOUNTS 


Generally speaking, as regards ad- 
vance accounts, it is preferable to make 
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advances on a series of numbered ac- 
counts so that separate records can be 
kept and the value of the particular lot 
of cotton be more easily watched. As 
each advance is repaid the charges should 
be debited to the customer’s current 
account and the special account closed. 
Care must be taken to prevent any ad- 
vances or trust letters from becoming 
stale. 

Usually a margin account is opened 
on which the customer operates by pay- 
ing or receiving differences as the value 
of the cotton rises or falls according to 
the weekly settlement. If the margin 
account is in debit the balance repre- 
sents the increased value of the cotton, 
and vice versa. 

With regard to hypothecation, it may 
be observed that the bank cannot obtain 
a complete legal title without actual or 
constructive possession of the pledged 
cotton. An agreement to pledge cotton 
will give the bank an equitable right, 
the property in the cotton remaining 
with the customer who will have the 
power to sell or pledge the cotton else- 
560 


Selby Wel 


Vitva\ivaxivexiva\lve\iy 





Telephone—City 1626 (two lines) 


V7 MEIN NEINZ NED NENT NELEZ SOLE? ELD 


where, with possession. 
right can thus be defeated. 

It should be mentioned that substitu: 
tion of cotton is permitted in special 


The equitable 


circumstances, and where properly 
identified with the original trust letter 
is good. The safe course, however, is- 
to require the customer to take out a 
fresh advance and to apply the advance 
or part of it in satisfaction of the org 
inal loan. There is danger in substitu 
tion where the customer is a mercantile 
agent as such an agent can only substi 
tute, no matter what the value of the 
substituted property may be, to the 
extent of the value of the original 
property withdrawn. A_ mercantile 
agent is defined in the Factors Act, 
1889, as one having in the customary 
course of his business, as such agent, 
authority either to sell goods or to con 
sign goods for the purpose of sale, or to 
buy goods, or to raise money on the 
security of goods. 
It is only fitting that this article 
should conclude with a reference to the 
Liverpool Cotton Market which is the 
largest of its kind in the world; in con 
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junction with Bombay it can claim to 
be the most important market for spot 
cotton. Bombay, however, only deals 
in East Indian cotton whereas Liverpool 


deals in every kind of cotton that is 


grown. With New York and New 
Orleans it is one of the three largest 
futures markets but no market in the 
world combines spot and futures busi- 
ness in the same way as Liverpool. The 
organization has been built up by the 
Liverpool Cotton Association which has 
laid down the rules on which. the cotton 
trade is conducted. The association's 
contracts and standards of cotton are 
known throughout the world, although 
one form of Universal Standard for 
American Cotton was adopted by agree- 
ment with the United States of America 


= various European Exchanges in 
1923. 


The contracts provide that any dis- 
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pute must be settled by arbitration, with 
a right of appeal in cases of quality of 
the cotton, to an. official. Appeal Com- 
mittee, or, in cases of technical disputes, 
to the Directors of the Association. It 
is very rarely that any disputes are 
carried to the Law Courts. An inter- 
esting case not long ago dealt with a 
contract between parties in Tokio and 
Hong Kong who traded in the Far East 
on the Liverpool contract, and their 
samples and dispute came to Liverpool 
for arbitration. 

It may be added, in conclusion, that 
the Liverpool Cotton Association is con- 
trolled by a board of nineteen directors, 
including the president, vice-president 
and treasurer and three directors ap- 
pointed by the Spinners of Lancashire. 
The position of director, which is en- 
tirely honorary, involves a large amount 
of work and responsibility. 
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Current Conditions in Canada 


HE wheat situation, which is an 
important factor in Canadian 
trade, is analyzed in the February 

22 Business Summary of the Bank of 


Montreal. “An uneventful month in 
trade and finance has been relieved by 
discussion of the wheat situation in 
Canada,” says the Summary. “Upon 
this subject much misapprehension ap- 
pears to prevail. It is not from the 
unmarketing of last season’s crop the 
prairie farmers suffer and _ business 
activity is curtailed, but by reason of 
the near-failure of the harvest in many 
fields and an aggregate yield less by 
half than that of the preceding year. 
Upon the crop gathered growers re- 
ceived a substantial payment several 
months ago . and their concern 
is now the amount of the final pay- 
ment to be made to them. The price 
at which the supply carried over is 
ultimately sold will determine this, but 
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for the smaller crop of 1929 farmers 
have already received as much, pro 
portionately, as for the previous har 
vest. The visible supply of wheat in 
store in Canada is now about 218, 
000,000 bushels, the bulk of which will 
be moved out before August 1 at such 
prices as foreign markets afford. The 
notion that when sold the large store 
of wheat in Canada will mean much 
new found money for prairie farmers 
is, however, erroneous, inasmuch as 
these have already received a substan: 
tial amount for their grain. 

“The delay in the movement of the 
short crop has already had its effect. 
Transportation lines on land and water 
have been deprived of traffic and un 
employment in these services has fol’ 
lowed. These adverse influences have 
in lesser degree affected business gener’ 
ally, and to them may in part be 
attributed the reaction of future 
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months. No waning confidence is 
shown in the view that with the ad- 
vent of spring and resumed activities 
of navigation unemployment — will 
diminish and the volume of trade ex- 
and. Meanwhile, current quietude is 
not likely to disappear.” 

The February Monthly Commercial 
Letter of the Canadian Bank of Com- 
merce, Toronto, presents a more op- 
timistic view of conditions. “There 
is more activity in business than a 
month ago,” it says, “mainly because 
of a resumption of operations in several 
industries, which is usual at this sea- 
son; this seasonal gain is greater than 
seemed reasonable to expect a few 
months ago, but it is less than was 
recorded in the early part of 1929. 
Certain economic troubles have been 
carried over from 1929 and will be felt 
for some months, but most of them 
have become time-worn and their harm- 
ful influence has lessened. Under these 
circumstances we can turn to the future 
with the hope that constructive factors, 
which were few and far between in 
the last half of 1929, will now be more 
apparent. In a discussion along these 
lines we must take into account the 
present position of the primary in- 
dustries, and any indications we find 
of the course of business in the current 
year, although any conclusions based 
on the latter must be regarded as 
purely tentative... . 


INDUSTRY 


“The fishing industry is in a fairly 


strong position, and one of its im- 
portant branches has the definite pros- 
pect of the most favorable conditions 
in recent years. Mining, as we have 
mentioned in former issues of this 
Letter, is one of the strongest supports 
of the Canadian economic structure. 
Tne production of metals from some 
Properties will be reduced if low prices 
are established for any length of time, 
ut any curtailment from this cause 
should he more than offset by the com- 
mencement of operations on new prop- 
erties which have been under develop- 
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ment during the last few years. The 
major forest industries, which have 
operated under some unfavorable con- 
ditions, have the promise of improve- 
ment in their chief markets... .” 


FOREIGN TRADE 


“Contraction of foreign trade has 
not yet been arrested,” says the Bank 
of Montreal, “nor has the adverse bal- 
ance of that trade been redressed. In 
January imports at $84,910,000 were 
$12,048,000 less than in the corre- 
sponding month of the preceding year, 
while exports at $73,507,000 showed a 
decline of $21,435,000. The disturbing 
factor continues to be wheat, the ex- 
port of which in grain and flour had 
a value of $9,837,000 in January as 
against $26,233,000 last year. News- 
print shipments were slightly higher in 
quantity and slightly lower in value 
for the month than in the year before, 
while exports of automobiles and parts 





THE MERCANTILE BANK OF INDIA LIMITED 


Head Office: 15 GRACECHURCH STREET, LONDON, E.C.3. 


New York Correspondent: BANK OF MONTREAL 


Capital Authorized . 
Capital Paid-up 


Reserve Fund and Undivided Profits . ‘ Z 
BANKERS :—Bank of England; Midland Bank Limited 
Branches and Agencies in India, Ceylon, Burma, Siam, Straits Settlements, 
China, Port Louis, Mauritius and Dutch East Indies 
The Bank buys and sells Bills of Exchange, issues Letters of Credit and conducts every description 


of Banking Business in connection with the East 


Fixed Deposit rates will be quoted upon application. 
On current accounts interest is allowed at 2 per cent. per annum on daily balances, provided interest for 


JAMES STEUART, Chief Manager 


the half year amounts to £1. 


dropped sharply to $1,546,000 from 
$3,987,000 in the corresponding month 
a year ago. The favorable figures on 
the export side are supplied by copper 
and nickel, shipments of copper having 
been $1,474,000 and of nickel $112,000 
greater than in January, 1929. 


MAJOR INDUSTRIES INACTIVE 
“Major industries display less activity 


than a few months ago. Imports of 
raw cotton and rubber are on a smaller 


scale, and production of pig iron, steel 
and automobiles is below the rate of 


a year ago. The output of electric 
power is large, with little sign of 
abatement in its use. The index of 
employment in January is given as 
111.2 by the Dominion Bureau of 
Statistics, which is a higher figure than 
was reached during the first two months 
of 1929. The index number of whole- 
sale prices has shown only slight varia- 
tion in the last two years, except in 
the case of grains, which have moved 
up and down, and raw cotton and 
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rubber, which have had price reces 
sions. 
CAR LOADINGS 


“Aggregate car loadings in Canada 
to February 8 of this year, 326,405 
cars, are about 6 per cent. less than in 
1929, but when the figures are analyzed 
this decrease loses some significance. 
The movement of grain and grain 
products, for example, employed 21,494 
fewer cars than last year, whereas the 
total decline in loaded cars for all 
commodities was 19,368. cars, and if 
comparison is made with 1928, when 
car loadings were greater than now, 
practically the whole loss is attributable 
to the lack of grain shipments. The 
retarded grain movement continues to 
affect railway earnings adversely. In 
the month ending February 14 gross 
earnings of Canadian railways de 
creased $4,670,000, compared with the 
corresponding period a year ago. Bank 
clearings also make manifest a slower 
merchandise movement; out of thirty 
reporting cities only two showed in 
creased clearings for the month of 
January.” 
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International Banking Notes 


EPORT of the directors of the Bank of 
New South Wales, Sydney, showed 
net profits of the institution for the 
year ended September 30, 1929, of 

£994,824, after provision for all bad and 
doubtful debts, etc. To this has been added 
£168,653 brought forward from the previous 
account, making £1,163,478 for distribution 
as follows: 


To dividends at the rate of 10 per 
cent. per annum 
To reserve fund 
To carry forward to next account.. 163,478 


Balance sheet of the bank as of the same 
date showed capital of £7,500,000, reserve 
fund of £5,900,000, deposits, etc., of £66,- 
640,142 and total resources of £90,806,297. 


Tue three largest banks in Bulgaria, the 
Bulgarska Banka, the Banque Franco- 
Bulgare and the Banque De Credit National, 
have merged into one institution under the 
name of United Bulgarian Banks. Capital of 
the institution is 100,000,000 levas. 


Net profits of £2,189,704 were reported for 
the year 1929 by the directors of the Na- 
tional Provincial Bank, Limited, London, in 
their annual statement to stockholders. To 


this sum has been added £865,845 brought 
forward from the last previous account, mak- 
ing a total of £3,055,549, which has been 
allocated as follows: 


To interim dividend of 9 per cent.. .£853,147 
To final dividend 
To pension fund 
To bank premises account........ 200,000 
To contingencies account 200,000 
To balance carried forward 849,254 


The bank's paid up capital is £9,479,416, 
reserve is a like amount. Deposits, as of 
December 31, 1929, were £271,540,937 and 
total resources were £306,694,612. 


THE Bank of England has announced the 
appointment of Professor Oliver M. .W. 
Sprague, of Harvard University, as economic 
and statistical adviser to the board of gov- 
ernors of the bank. He will begin his new 
duties about July 1. Professor Sprague suc’ 
ceeds Walter W. Stewart, who has resigned 
after serving in that capacity for two years. 
Professor Sprague is an internationally known 
authority on the theory and history of bank- 
ing and has published several important 
treatises on finance, among which are “The 
Theory and History of Banking” and “Bank- 
ing Reform in the United States.” 
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IGNAzIO MorMino has resigned as president 
of the Bank of Sicily, Rome. He will be 
succeeded by Salvatore Badami, accountant 
general of the bank. 


THE State Bank of the USSR has published 
a special edition of “The USSR in Construc- 
tion,” a publication begun by the State Pub- 
lishing House of the country to show the 
construction now taking place in the Soviet 
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BRUSSELS OSTEND 


CORRESPONDENTS 
AT ALL BANKING POINTS 


Union. The edition sent out by the bank 
differs only in thickness of paper from the 
regular first edition of the magazine, which 
is excellently conceived and printed. The 
magazine, which will be published monthly 
in English, German, French and Russian edi- 
tions, uses photographs with captions 
throughout, since the State Publishing House 
feels that they speak more convincingly than 
articles, no matter how well written. 


Annual Foreign Trade Convention to Meet 


in Los Angeles May 21-23 


HE outstanding feature of Amer- 

ican foreign trade is the increased 
sale abroad (by more than 12 per 
cent. last year) of the products of our 
manufacture,” declared James A. Far- 
rell, chairman of the National Foreign 
Trade Council, in issuing the call for 
the Seventeenth National Foreign Trade 


Convention. The meeting. will be held 
in Los Angeles on May 21, 22 and 23 
and returns from the Council's pre- 
liminary invitation indicate that about 
2000 foreign traders from all parts of 
the country will be present. 

The strongest factors in obtaining this 
foreign trade growth, Mr. Farrell says, 
have been the study of foreign trade 
problems and the intensive development 
of merchandising organization and skil- 
ful practice by American producers and 
traders. It is noteworthy that our ex- 
ports of finished manufactures have re- 
cuperated promptly from the recent 
temporary uncertainty in American in- 
dustry. Finished manufactured exports 
for December showed a slight increase 
over those for the preceding December, 
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and for the entire year more than 
equaled the whole of our exports in 
1913. 

The Los Angeles Chamber of Com: 
merce will be the hosts to the conven 
tion, and the Pacific Foreign Trade 
Council, comprising foreign traders in 
all Pacific Coast cities, is meeting in co 
operation with the national gathering. 
The Los Angeles committee in charge of 
local arrangements is headed by J. A. 
H. Kerr, vice-president of the Security: 
First National Bank. 

Business delegates from many coun 
tries of the Far East and Latin America 
will attend and special arrangements are 
being made for the promotion of in 
formal contact with these direct rep’ 
resentatives from the outstanding fields 
of American foreign trade growth. 

“The foreign trade of the United 
States continued to grow in both ex 
ports and imports in 1929,” said the 
statement issued by the Council in an 
nouncing the meeting. “Its outstanding 


feature was the increased sale abroad of 


the products of manufacture. 





ote ee ee ee ee ee. ee ee a ee ee ee ee lhlUvrhhlUC Or ClCH 


S35 «go & _I AS OL] =: KS OO. 





































































































































“The study of foreign trade problems 
and the intensive development of mer- 
chandising organization and skilful prac- 
tice by American producers and traders 
have been strongly influential factors in 
obtaining this growth. To maintain 
the position now held requires the 
steady continuance of effort and study. 

“In order to provide a convenient 
forum where the foreign traders of the 
United States may assemble for co- 
operative examination of the principal 
problems now confronting them; for 
study of economic conditions in impor- 
tant world markets and for that mutual 
exchange of information and experience 
which has proved so beneficial hereto- 
fore, the National Foreign Trade Coun- 
cil will hold the Seventeenth National 
Foreign Trade Convention in Los 
Angeles, Cal., on Wednesday, Thurs- 
day and Friday, May 21, 22 and 23, 
1930. 

“All those who are interested in the 
development of foreign trade as a vital 
factor of national prosperity, whether 
in agriculture, commerce, education, in- 
dustry, finance or transportation, all 
Chambers of Commerce, Boards of 
Trade, national and state associations 
and other industrial and commercial or- 
ganizations as well as firms and individ- 
uals actually engaged in foreign busi- 
ness, are invited to participate. 

“Your co-operation toward making 


HE Pennsylvania Company for 
"T iosuranee on Lives and Granting 
Annuities, Philadelphia, has issued 
a statement as of the close of business 
March 29, the day on which its merger 
with the Colonial Trust Company went 


into effect. Capital of the enlarged 
Institution was given as $8,232,400, 
surplus «s $37,000,000, undivided profits 


as $2,000,000, deposits as $182,279,643 
and total resources as $236,011,887. 
Personai trust funds amount to $724,- 


400,736 and corporate trust funds to 
$1,860,2 14.344. 
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Pennsylvania Company Statement 





ANGLO- 
INTERNATIONAL 
BANK 


LIMITED 
Head Office: 
24-28, LOMBARD STREET 
LONDON, E. C. 3 


Telephones: Mansion. Tel : 
Hou-e 6543 (9 lines) “Anglank, London” 


Authorized - - - 
Paidup- - - - - 


£2,000,000 
£1,960,008 


London Clearing Agents: 


Bank of England. Glyn, Mills & Co. 
National Provincial Bank, Ltd. 


CAPITAL: 


Board of Directors: 
General The Hon. Sir H. A. Lawrence, 6.C.8. (Chairman) 
H.E. Peter Bark, 6.C.V.0, (Managing Director) 

E. W. H. Barry. Esq. Sir Gordon Nairne, Bart. 
Julian Day, Esq., M.C. Ludwig von Neurath, Esq. 
A. G. M. Dickson, Esq. Sir Otto Niemeyer,6.B.E.,K.C.B. 
The Lord Faringdon, C.H. Sir William Peat, C.V.0. 
Zoltan Hajdu, Esq. Kunes Sonntag, Esq. 
Or. Paul Hammerschlag Sir Henry Strakosch, 6.B.€. 


Every description of Home and Foreign Banking 

transacted. Special facilities for business with the 

Continent of Europe. Current accounts opened and 

deposits for short periods accepted at rates which may 
be obtained on application. 








the convention a success and giving it 
the representation of every section of 
the country and every factor of inter- 
national commerce, and thus making its 
service nation-wide is earnestly re- 
quested.” 


C. S. W. Packard is president of the 
consolidated institution and C. S$. New- 
hall is executive vice-president. Wil- 
liam Fulton Kurtz, who was president 
of the Colonial Trust Company, has 
become a vice-president of the Pennsyl- 
vania Company. 

The enlarged Pennsylvania Company is 
the largest state-chartered banking insti- 
tution in Pennsylvania. In addition to 
its main office in the Packard Building, 
at 15th and Chestnut streets, it main- 
tains eleven branch offices throughout 
the city. 


Originally (hartered 1812 


"THE PENNSYLVANIA COMPANY 


For Insurances on Lives and Granting Annuities 
Member of Federal Reserve System 
PACKARD BUILDING, 15th and CHESTNUT STREETS 


PHILADELPHIA cla 
div 
Cc. 8. W. PACKARD, President 
C. 8. NEWHALL, Executive Vice-President om 
anc 
The merger of The Pennsylvania Company for Insurances on inv 
Lives and Granting Annuities and The Colonial Trust Sect 
Company, effective March 29th, combines two institutions diu 
with a record of conservative and constructive management. thit 
Thi 
at 
STATEMENT as of the CLOSE OF BUSINESS, March 29th, 1930 the 
2 aSso 
executive Officers Resources Branch Offices ville 
Vice-Presiden o 
Joun npn 5 Cash and amount on deposit with eee vent 
Woe, Purves Kuarz Federal Reserve Bank $11,815,594.76 Siiesiaill th ant Gash gen 
Artnur V. Morton Clearing House Exchange 3,573,203.29 Penn Square pelts 
Jav Gates Due from banks and items in process of . subj 
C. P. Linraweaver 2 
ie a Sie collection 33,585,419.23 COLONIAL BRANCH who 
Jos R. Carrenrer, Jr. Loans upon collateral... 110,652,404.66 20 South Fifteenth Street | 
Ric ater rs —— Investment securities 27,187,339.11 eg T 
Joun H. Packaro, Jap . .t 22977, INDEPENDENCE 
© Weiinncey oe oe 33,377,743.32 HALL, BRANCH H so t 
Marx Wittcox eserve fund for the protects 
Antuony G. Feutx “Cash balances in Trust Accounts” 6,190,133.07 ad = ee the 
Treasurer Furniture, Fixtures and Vaults 1,162,940.35 oy 
~ en ppt BANK OF NORTH som 
gr carne Miscellaneous Assets 1,719,225.31 AMERICA BRANCH | 
L. J. Coane ar Interest accrued 1,104,631.25 307 Chestnut Street to t 
: Bank Buildings 2,773,603.91 . H 
Directors Customers’ liability account letters of credit BALTIMORE AVENUE 
Cc. 8. W. “ph issued and acceptances executed 2,869,648.93 ‘a beni man 
Franxun Baker, Ja. > = 482: timore Avenue 
Leonarp, T. Beare $236,011,887.19 ~% Tru: 
Harey A. Beawino LEHIGH AVENUE Yor! 


Samuet T. Bovine 
Henry S. Bowers 
Rosert K. Cassatt 
M. W. Cresent 


BRANCH 
1006 W. Lehigh Avenue of tl 


as and 


Liabilities 
$8,232,400.00 
37,000,000.00 


Capital 
Surpius 















Acnew T. Dice i : BAINBRIDGE STREET 

Wrwuam W. Frrure Undivided profits apreainnepeed BRANCH verti 

Grorce H. Frazier Reserved for dividends 497,250.00 At Fifth Street : 

Cranence H. Geist Reserved for building 661,366.13 . Trus 

Roseart Grenpinninc re 2 $49,217.22 i 

L. H. Kinwarp Reserved for taxes and expenses ,217. GIRARD AVENUE ohi 
BRANCH pala, 


Treasurer's checks and Clearing Houge Due 
Bills outstanding 

Interest payable depositors 

Miscellaneous liabilities 

Letters of credit and acceptances executed for 
customers 


Deposits 


Ws. Futon Kvuarz 
Henay H. Lee 
Horatio G. Lioyo 
Joun H. Mason 
Aatnur C. Neepves 
Joun S. Newsoin 

C. S. Newnate 

Joun H. Packarn, 3ap 
Water A. Rico 

Isaac W. Roseats 
Epwarp B. Rosinetts 
P. B. Sawyer 

J. Wituson Sautn 
Samuat D. Warniner 
James M. Wiricos 
Joun E. Zimmermann 


1,014,852.57 At Seventh Street 


698,108.85 . presi 
WOLF STREET esi 
206,746.66 st 

At Seventh Street pany 
. of tk 

WOODLAND AVENUE . 
BRANCH for | 

At Fi -ninth Street 

t Forty-nint! advey 
Bank 


Trust Funds . 
Utica 


WALNUT STREET 
Pereenel .cccccccvccovcscevccscee evsavapes $724,400,736.21 BRANCH 
Corporate ..cccccscccccccceccessccs erecees 1,860,214,344.00 
the d 
the 7 


Clin 


2,872,302.63 


$236,011,887.19 


At Forty-fifth Street 
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HE departmental ses- 
sions at the next Finan- 
cial Advertisers Asso- 

ciation convention will be 
divided into three sections, 
one covering the large cities 
and the large banking and 
investment institutions, the 
second dealing with the me- 
dium-sized cities, and the 
third with the small cities. 
This plan was decided upon 
at the mid-year meeting of 
the board of directors of the 
association recently in Louis- 
ville, where the 1930 con- 
vention is to be held. The 
general sessions will cover 
subjects of interest to all 
who attend. 

The new plan was devised 
so that all those who attend 
the convention will have 
some matter of real interest 
to them. 

H. A. Lyon, advertising 
manager of the Bankers 
Trust Company of New 
York, is general chairman 
of the convention committee 
and A. Douglas Oliver, ad- 
vertising manager Provident 
Trust Company of Philadel- 
phia, is program chairman. 
Clinton F. Berry,  vice- 
president Union Trust Com- 
pany of Detroit, is chairman 
of the departmental sessions 
tor large cities; Virgil Allen, 
advertising manager First 
Bank © Trust Company, 
Utica, N. Y., chairman of 
the departmental sessions for 
the medium-sized Cities; and 






























































How Banks Are Advertising 


A Monthly Review of Current Financial Publicity 





APRIL, 1930 


Wayne Hummer, president 
LaSalle National Bank, La- 
Salle, Ili., chairman for the 
smaller cities. 

In addition to the meet- 
ing of the board of direc- 
tors, several group meetings 
have been held by members 
of the association. At a 


meeting in New York re- 
cently the Research Com- 
mittee of the F. A. A. de- 
cided during the coming 
year to devise ways and 
means by which banks, trust 
companies and _ investment 
houses can develop new 
business by advertising and 


Member: Faotnac Reseave System New Youn Crtasine Hous 


The COMMERCIAL 


NATIONAL BANK and TRUST COMPANY 
of New York 


56 Wall Street 


DIRECTORS Statement of Condition 


WILLIAM ALBERS October 4, 1929 


parts RESOURCES 
Cash on hand,in Federal Reserve Bank 

and due from Banks and Bankers . $ 48,839,531.36 
U.S.Government Bonds and Certificates 
Other Bonds and Investments. . . « 


ALBERT BLUM 

jued Pract Dye Works 
GEORGE BLUMENTHAL 
ROGERS CALDWELL 

Caldnwell # 
WALTER P. CHRYSLER 6,407,300.00 

Chr Corporatin, 

2,729,063.16 


66,1 36,381.63 


EDWARD P PARLEY 

TEA Loans and Discounts 

Customers’ Liability on Acceptances 
(Exclusive of Acceptances Dis- 
counted and Anticipations) . . . 4:950,777°53 

Interest Accrued and Other Assets . . 







RICHARD F. HOYT 


WENRY K ICKELHEIMER 
Menteibas’, le 





EDWIN C. JAMESO! 
Ginko  Ruigers Fire besarance ( 
J. FORD JOHNSON, Je 
Chas. D. Be 


SIDNEY R. KENT 
Peramenns ber 


CLEMENT M KEYS 
isn Wireghe Corperanen 
WILFRED KURTH 
The Home nrarance Company 
ROBERT LEHMAN 
Lebmas Brovter 
Louis $ LEVY 
Chadbenras, Stancthels @ Levy 
WILLIS G. MeCULLOUGH 
Callens hema 
MAURICE NEWTON 
Maiigerven @ Ls 
CHARLES F. NOYES 
Charies F Neyer Company, bee 
DALE M PARKER 
M Samuel © Company, Lad 
WILLIAM B.SC ” 
Ms 


Capital Stock 

Surplus and Undivided Profits. . . . 

Reserve for Taxes, Interest, etc... « 

Liability on Acceptances, and 
Foreign Bills 

Other Liabilities. 

Deposits 


ComPLeETE 


250,464.42 
$129,313,518.10 
LIABILITIES 
$ 7,000,000.00 

8.416,717.07 
955:995-78 


17,793,021.82 
4355594-09 
94,71 1589-48 
$129,313,518.10 





DAVID A SCHULTE BANKING AND Trust FaciLities 
stake Rost Sars Corporsen 

WN SLATER 
idee cad tn, fn 


A National Bank with national 
viewpoints, and a personal interest in the business 


of each customer, 


BP STRVENS o 
Nuagere Madive Prswer (orperaiine 
HAROLD E TALBOTT, Je 
WILLIAM #. VANDERBILT 
WILLIAM WRIGLEY, Ju 
Wa. Wrqiny >. Company 











That so prosaic a thing as a bank's statement of condi- 
tion can be treated as a nice typographic problem and 
handled in such a way as to make it pleasing to the eye, 
is shown in this advertisement of a New York trust 
company, which received the award for excellence 
among newspaper advertisements in the fourth annual 
exhibition of fine printing of Chicago, which was held 
recently. The advertisement was designed by E. E. 
McCleish, of Graves, McCleish & Co., New York 
advertising agency. 
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selling methods so designed 
that present conditions ex- 
isting in the financial mar- 
kets throughout the country 
may be successfully coped 
with. As a part of the cam- 
paign a thorough analysis 
of the financial situation will 
be made and the committee 
will also compile facts and 
figures which the advertising 
departments of the associa- 
tion members can use in 
their trade development cam- 
paigns. 

At the same time, the 
Trust Development Com- 
mittee met and discussed 
plans for the development 
of bank and trust business 
by advertising. 


HE CITIZENS 
BRANCH of the 
Fidelity Union 
Trust Company, 
at the corner of 
Clinton and 
Chadwick Aven- sch ¢ 
wes, has for several years served the Clinton 
Hill and Weequahic sections of Newark. Wh * 
officers and employees who have made a study 
of this community this bank has established — « 
a reputation for helpfulnes and prompt ser- 
vice that is felt by all who bank here 
e ° e 1B your ho 
One might suppose that the locanon for thi bank 


Plans for 1930 were out- 
lined at a meeting of the 
Investment Research Com- 
mittee held in Chicago. Fore- 
most among problems to be 
undertaken is that concerned 
with the distribution side of 
the investment business. Dur- 
ing the meeting it was an- 
nounced that careful con- 
sideration would be made of 
the market for investment 
securities—touching on such 
subjects as accumulated or 
static wealth, income wealth, 
capital made available by 
maturities and redemption, 
and foreign markets. Study 
is also to be made of mer- 
chandising possibilities in 
this field with the idea of 


7 BANKS IN 
NEWARK. 


eve or bua 
dhally savite you to use this branch 


FIDELITY UNION 
TRUST COMPANY 


Member Federal Reserve System 





NEWARK, 


NEW JERSEY 


One of a series of branch banking advertisements pub- 
lished in local newspapers by the Fidelity Union Trust 


Company of Newark, N. J. 


Each advertisement of the 


group presents an aerial view of one of the company’s 


offices and the community which it serves. 


Layout and 


copy are similar throughout the various advertisements - 
of the series. 
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determining a plan which 
will be made available to 
the organization. 


As soon as all denominations 
of the new size paper money 
were available, the Chase 
National Bank of New York 
placed on exhibit in its col- 
lection of moneys of the 
world the entire new series, 
from the now familiar one 
dollar bill to the seldom 
seen five hundred, one thou- 
sand, five thousand and ten 
thousand dollar notes. The 
collection is located in the 
main office of the Chase. 

In rounding out the col- 
lection the Chase acquired 
from the Federal Reserve 
Bank the first five thousand 
dollar note available in New 
York. The ten thousand 
dollar note is number 2 of 
the series, the first being re- 
tained by the Treasury. 
This type of note bears the 
portrait of Salmon P. Chase, 
founder of the Chase Bank. 


A NEW method of safe 
guarding Christmas Club 
checks, originating with the 
Provident Institution for 
Savings in Boston, is de 
scribed in the Savings: 
Banker, official organ of the 
Savings Banks Association 
of Massachusetts. Many 
Christmas Club checks have 
been stolen from the mail 
by sneak thieves and used 
to purchase merchandise, s0 
the Boston bank has adopted 
the method of having the 
depositor who takes oui a 
Christmas Club membership 
sign on the lower of two 





















































h signature lines which have 
been placed at the right-hand 
side of the checks. When 
he receives his check at the 

18 Bend of the year and wishes 

y [to use it to purchase goods, 

se Bhe signs again in the pres- 

tk fence of the person who is 

- B accepting the check. If he 

he [wishes to deposit it, he signs 

2s, fin the same place, merely for 
ne identification, and then in- 

mm [dorses the back of the check 

ue Bin the customary manner. 

en This is thought to be the 

he first time that the travelers’ 

the check idea has been used by 
a Christmas Club. 

ol- 

red BA BEAUTIFULLY designed 

tve Bbooklet containing eighteen 

ind Bviews of its recently opened 
lew building has been gotten 
and out by the Baltimore Trust 
of ¥Company. It is of a large 

rey fsize, approximately 10 by 13 

Iry. finches, and the cover is of 

the fa pliable grained paper in 

ase, Brust color, on which a draw- 
ink. fing of the entrance to the 

bank, its name and the line 
afe- F’Member Federal Reserve 

Slub §System” are printed in black 

the Jand gold. The inside pages 

for fare of heavy coated stock in 
de fa pinkish-tan tone which 
ings’ §carries an all-over modernis- 
the Jtic design in the same shade. 
ation § Eighteen views of the new 
any building are reproduced, 
have fkach occupying a full page 
mail fend accompanied by a brief 
used [Kescriptive caption. Two 

e, 0 Pages at the front of the 

ypted Fook are devoted to a de- 

the Keription of the outstanding 
ui a Brchitectural and decorative 
rsnip Features of the building. 

two § A brief foreword entitled 
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miles away. 
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$72,000 in Interest 


for 
American Southern Savers 


On January 2nd $72,000 in interest will be 
credited to our savings customers. 
six months these interest credits are made, 
even though the customer may be many 


Another mterest period is starting. : All 
savings deposils made by January 5 will 
draw interest from January 1. 


or course you want a savings account—the 
first step toward financial independence. 


We mvite you to keep it in Little Rock's 
Oldest and Largest Bank. 


, SOUTHERN 


COMPANY 


Resources Over $16,000,000. 


Every 


LITTLE ROCK.ARK, 


An interesting savings advertisement of an Arkansas trust 
company which is noteworthy particularly for its attention- 
getting headline and layout. 


“Faith in a Greater Balti- 
more” reads as follows: 

“The new Baltimore Trust 
Company building, its rugged 
outlines towering against the 
sky, stands as an evidence of 
faith in a great city—a com- 
munity rapidly approaching 
a million inhabitants—a city 
reaching out toward fresh 
business and _ industrial 
achievements. 

“In its broad expanse and 
lofty height, the building 
symbolizes the confidence 
which officers and directors 
of this company have in the 
Baltimore of tomorrow. 

“But it stands, even more, 
as a monument to the thou- 


sands whose thrift, industry 
and confidence in the Balti- 
more Trust Company have 
made possible our attain- 
ment of an ideal—to build 
an edifice that will truly re- 
flect the enterprise and spirit 
of Baltimore.” 


AN interesting savings cam- 
paign has been waged for 
the last three months by 
Group Four of the New 
York State Savings Bank 
Association, which is made 
up of banks in Manhattan, 
the Bronx and Westchester. 

Instead of the customary 
savings bank advertising the 
campaign plays up the joy 
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The eeconomie value 


of Investment Companies 


Diconations BY 


NVESTMENT companies ench an 

those in the American Founders 
group must justify their existence by 
achieving better-than-average results 
in periods of depression as well as in 
times of inflation. 


The funds contributed by the de- 
benture owners and shareholders 
are invested and managed with a view 
to obtaining the highest income con- 
sistent with safety—to achieve in 
"good times” above the average yield 
and appreciation, and in “bad times” 
to experience less than an average 
shrinkage in carnings and market 
values. 


A high average rate of gross earn- 
ings of all the five companies in the 
American Founders group, has been 
maintained since the first was 
formed in 1921. Interest and divi- 
dends have provided the basicincome, 


while profits from sale of investments 
have been greater in some years than 
in others. In 1929 income from the 
latter source was unusually large. 


From the total income the ex- 
penses. taxes and debenture interest 
are paid, reserves and surplus are 
built up and dividendsare distributed 
wo the stockholders. This unified man- 
agement of the combined funds of 
many is devised to afford greater 
safety and income than the average 
man obtains through his individual 
operations, 


American Founders Corporation, 
now controlling the other four com. 
panies, has consolidated resources 
exceeding $200,000,000. Copies of 
the consolidated annual report for 
the fiscal year 1929 may be obtained 
from bankers and security dealers or 
from Founders General Corporation, 
5M Pine Street, New York City, 


AMERICAN FOUNDERS CORPORATION 


Subsidiary Investment Companies 
INTFRNATIONAL SECURITIES CORPORATION OF AMERICA 
SECOND INTERNATIONAL SECURITIES CORPORATION 
UNITED STATES & BRITISH INTERNATIONAL COMPANY, LTD. 
AMERICAN & GENERAL SECURITIES CORPORATION 


4 Sharing the Prosperity of Many Companies, Many Industries, Many Countries » 


Excellent typography and art work and an unusual 
but well balanced layout feature this advertisement 
of a well known investment trust. 


and comfort of 


having 
money when it is most 
needed. It has adopted the 
“go-getter” methods of mer- 
chandising and features pic- 
tures showing the uses to 
which ready money can be 
put. One of these, “The 
Jones Family, Not Inc.,” 
was reproduced in this de- 
partment in March, while 
a second, “Start Your Vaca- 
tion Now,” was reproduced 
in February. 

The advertisements are 


appearing on a_ staggered 


schedule in seven metro- 
politan newspapers so that 
one piece of copy appears 
in different newspapers over 
a period of two weeks, but 
never in the same paper 
twice. Space used is either 
4 by 12 or 5 by 12 inches. 
Posters, which are reproduc- 
tions of the newspaper ad- 
vertisements with the copy 
cut down, are displayed on 
the bank premises and 
changed at the same time as 
the newspaper advertising. 
A one-reel motion picture 


—. 


is being shown one week in 
each bank in the group. It 
shows, in a half-serious, half- 
humorous fashion, the ex: 
periences of a person who 
has saved. One scene illus 
trates the value of ready 
money when sickness enters 
a family, others show the 
opportunities to buy a home, 
education or furniture. 


“CONTROLLING Factors of 
an Individual Investment 
Account” is the title of an 
interesting and_ instructive 
booklet written by Dr. Paul 
M. Atkins and published by 
Ames, Emerich & Co., Inc, 
of which company Dr. At 
kins is economist. The book: 
let states in simple form just 
what factors are important 
in the planning of individual 
investment accounts, and 
why they are important. It 
also explains to the individ 
ual why some of the per 
sonal questions which are 
asked by investment houses 
are essential to them in 
planning an account. 
“We shall be glad to have§i, 
the opportunity,” the book: 
let concludes, “to analyz 
your investment position and 
consult with you in regardf. 
to a program for your im 
vestments. All information 
which you give us, both inf} 
respect to you and your se 
curities, will be treated as 
strictly confidential. O! 
course, the more data you 
give us, the better we shall 
be able to serve you. ify 
order to facilitate your pat 
in this analysis, we have prt’ 
pared two sheets, on one 0 








which the list of your hold- 
ings may be recorded, and 
on the other the data in 
regard to your personal cir- 
cumstances. As soon as we 
receive these sheets, filled in, 
we will at once begin work 
upon your report. We are 
confident that you will find 
this report as interesting and 
helpful as other clients of 
ours have found it.” 
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An excellent example of the 
financial advertising being 
done abroad is a_ booklet 
published and sent out by 
the Kansallis‘Osake-Pankki 
of Helsingfors, Finland, to 
mark the fortieth anniver- 
sary of its founding. The 
cover of the booklet, which 
is approximately 8 by 10 
inches in size, is of rough 
white stock and contains 
only the title “Kansallis- 
Osake-Pankki During Forty 
‘BYears” and a small decora- 
tion in gold. The lettering 
is in very pale blue, out- 
ined in gold. 

The first half of the book 
o havellis devoted to a running his- 
book: fi; 
nalyze 
on and 
regard 
yur in: 
mation 
yoth in 
our se 
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m in 


bank from the time of its 
establishment. The text oc- 
cupies the left-hand pages, 
While drawings of the head 
pfice and branches of the 
bank are used full page size 
mn the right. In the latter 
‘Bart of the book are statis- 
ics, presented in graph 
orm, showing the growth 
Mf the institution during its 
xistence. A list of direc- 
ors and members of the 
ive Piank’s supervisory board, a 
ist of branches and a map 
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showing their distribution, of space rather than by the 
and comparative statements use of sub-heads. The art 
are also given. work is well done and the 
The typography of the use of tint blocks in a pale 
book is excellent. An un- yellow makes the _ illustra- 
usually clear type is set off tions especially effective. 
with wide margins, and the Rough white paper of ex- 
various sections of the text cellent quality has been used 
are divided by an inch or so for the text pages, and adds 








The CENTRAL Group 


Central Trust Company of Illinois 
Central-Illinois Company 
Central-Illinois Securities Corporation 


iTiuumeitel {; 


THE CENTRAL GROUP 


Central Group combiuies three distinct organizations closely welded 
by ownership and management to provide broad, complete commer. 
cial and investment banking services for individuals and corporations. 














































CENTRAL TRUST COMPANY OF ILLINOIS gives to the group the strength 
and facilities of one of the nation’s large banks with Commercial, 
Foreign, Trust, Savings, Real Estate Loan and Safe Deposit Departments. 


CENTRAL-ILLINOIS COMPANY provides national investment service to individ- 
uals through offices in 18 cities and supplementary sales organizations in 
other localities. It extends to corporations underwriting and investment 
banking service consistent with the scope and strength of the Central Group. 
CENTRALILLINOIS SECURITIES CORPORATION, with its substantial capital and 
broad charter powers adds to the group special facilities for corporate 
financing and strengthens the services of the other members of the group. 


These three specialized organizations —The Central Group—co-operate 
closely for the benefit of the public in every department of financial service. 






















































The facilities of the companies comprising the Central Group are available through the 
office of Central-Lllinois Company, located at 20 Pine Street, New York, N. Y. 


CENTRAL IRUST 


COMPANY OF ILLINOIS 


208 SOUTH LA SALLE STREET 
CHICAGO 
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An _ exceptionally good institutional advertisement which 
explains the relations between the various members of a 
group of financial institutions and the services rendered 
by each. 
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A Modern Investment Plan 


under EXPERIENCED TRUST COMPANY MANAGEMENT 
with a SUCCESSFUL RECORD 
over a CRITICAL PERIOD 


THIS GRAPHIC CHART TELLS ITS OWN STORY ..The ten months’ 
history of the Brooklyn Trust Company's COMPOSITE FUND is shown. 
Ite regord w compared with the “Standard Statistics average of aimety 
socks” and the record of eight investment trusts, for the same period. 











Here *s an investment which fluc 
tuated only eight points in the finan 
cial crisis of last fall 


It provides, even for a small in- 
vestor, an opportunity to own an 
interest in a list of high grade, care- 
fully chosen securities. 


An investment of $500. upwards 
enjoys the Diversity and Stability 
obtainable only in investments of 
much farger amounts. 

All earnings of the Fund are dis- 
tributed monthly. Since its establish- 
meat the income pay ments have shown 
an average yield of over 6’ %. 


Deposits—on which interest will be 


allowed—will be received any day 
during the month and invested in the 
Fund on the first of the follow ing month. 


YOUR SIGNATURE ON A SIMPLE FORM IS ALL THAT IS NECESSARY 


Present Composition of Composite Fund 


BOOK MARKET PERCENT. 
$3,031,747.55 
3.214,328.75 3,273,912.50 


$3,062,512.00 


1,954,691.47 
1,457,944.38 
380,000.00 


. 1 se98.a6 5,898.84 
Total $10,040.350.78 


510,134,959.19 


Represented by 97,176 Units 
Valve of Unit $104.29 


Our representatives at any of our 28 Offices will be 
pleased to explain the “Composite Fund” in de- 
tail. Or « request by letter or telephone will bring you e 
Gescriptive booklet and @ recent inventory of investments. 


BROOKLYN TRUST 


COMPANY 


MAIN OFFICE, 177 MONTAGUE STRFET, BROOKLYN 
NEW YORK OFFICE, 26 BROAD STREET AT EXCHANGER PLACE 


28 OFFICES IN BROOKLYN, BEW YORK. [AMAICa AND svaTEN ISLAND 


By means of a chart, a 


Brooklyn, N. Y., bank 


explains more clearly and more easily than it 

could be done in words the record of its special 

investment plan, and at the same time the chart 

adds to the attention-getting qualities of the 
advertisement. 


to the feeling of excellence 
which the entire booklet 
gives. 


A MASTER circular, describing 
six booklets on trust subjects 
and containing a_ return 
postcard, has been sent out 


by the State Street Trust 
Company of Boston. The 
postcard is so made out that 
the reader may request as 
many and whatever of the 
six booklets he desires to 
read. - 
“Trusts and the Impor- 


— 


tance of the Trustee” is the 
title of the four-page folder, 
The first page contains the 
title and the seal of the 
bank. The two-page spread 
inside contains two columns 
of text explaining briefly 
and in a general fashion the 
use of trusts and the fact 
that no trust is stronger than 
its trustee. Along each side 
are reproduced the covers of 
the six trust booklets, with 
a brief descriptive caption 
below each one. 


“THE New Way to the Old 
World” is the title of one 
of the fascinating circulars 
gotten out by the travel bv 
reau of the Mellon National 
Bank, of Pittsburgh. It em 
phasizes the simplicity of 
travel today as compared 
with that of fifty years ago 
and, of course, demonstrates 
how that bank's travel de- 
partment can be of assistance 
in making the reader's trip 
easy. 

The outside pages contain 
attractively colored views of 
foreign countries, while in 
side are shown excerpts from 
three letters, each telling of 
an interesting life abroad. 


A. DIFFERENT type of travel 
folder is that of the Equita 
ble Trust Company of New 


York, which outlines its 
services to the tourist and 
to the man with foreign 
business to transact. Fror 
the daily work-sheet of its 
foreign department it hai 
copied examples of the com. 
pany’s service to tourist 
and business men _ abroaé) 





Ider, 
s the 
the 
Dread 
umns 
riefly 
n the 

fact 
than 
1 side 
ors of 
with 
iption 


e Old 
f one 
culars 
el bu 


tional 


stance 
$ trip 


ontain 
ws of 
ile in- 
s from 
ing of 
oad. 


travel 
Squita’ 


a PR eR A RS A RR RR A RR A 


THE BANKERS MAGAZINE 


which show the variety and 
sxope of its foreign facilities. 

A card accompanying the 
folder lists the persons in 
the bank’s foreign depart- 
ment who should be con- 
sulted in regard to the vari- 
ous services which the bank 
offers. 


A. E. Bryson, president of 
the Financial Advertisers 
Association, has announced 
the appointment of J. E. 
Drew, vice-president of the 
American Trust Company, 
of San Francisco, as chair- 
man of the association com- 
mittee on trust development. 
Mr. Drew will be assisted by 
W. S. Guilford, of the Cali- 
fornia Trust & Savings Bank, 
Sacramento; H. E. Parks, 
of the Denver National 
Bank, Denver; and C. B. 
White, of the Security-First 
National Bank of Los An- 


geles. 


AN interesting example of 
prestige advertising is a 
newspaper advertisement 
published recently by the 
Bank of Manhattan Trust 
Company of New York. 
The advertisement, which 
was run 4 columns wide by 
14 inches deep, contained at 
the top an illustration of an 


fold colonial home, from the 


entrance to which several 


persons were descending to 
a carriage waiting outside. 
The heading reads, “Through 


gLispenard Meadows.” 


Board Street,” 


“Near the present Lispe- 
read the copy, 
“and along the route that 
was to become West Street, 


once ran the fashionable 
North River Road. On holi- 
days it was dotted with the 
shining coaches and carriages 
of the DePeysters, the Lud- 
lows, the Livingstons, and 
other staunch and conserva- 
tive colonial families. They 
took their way elegantly and 
leisurely through Lispenard 
Meadows to the fresh coun- 
try air of Greenwich Vil- 
lage. Not infrequently they 
stopped to greet the genial 
host of the mansion house 
that once stood on the hill 
at the present juncture of 
Desbrosses and Hudson 
streets. 
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“The Lispenard Salt 
Meadows have long since 
given way to commerce. So 
also has the stately country- 
seat of the Lispenards, where 
General Washington on one 
memorable occasion sought 
refuge and found hospitable 
shelter. The scenes that 
lent so much color and 
dignity to the community in 
the days of colonial aris- 
tocracy are gone, but the 
name .. . like others of the 
‘first’ families of old New 
York—endures to bear wit- 
ness to the service which 
those who bore it brought 
to the development of a 


TheUNION TRUST of CLEVELAND 


Mianagement-a Challenge 
to Executives 


K these days of br psd 
business units and 
rowing profit margins, man- 
agement is of necessity 
accepting a challenge greater 
than ever before. 

Today the executives of a 


Are you ki 
of the tide of business 
evolution? 


kets, in mien in pro- 
financing, in products. 


Nor.is it enough for an execu- 
tive to know what is going on in 


stantly more difficult. 

For the time has passed when 
management can run a business 
at a profit by rule-of-thumb. Old 
rules no longer apply. Good prac- 
tice of two years ago may be an- 
tiquated today. Change, and rapid 
change, is t 


industries, large and small, in 
many fields, naturally endeavors 
oe eee 
ones ry business ern pee to 
today, and the methods by 
executives are contriving to adapt 
It is our aim to place such 
insofar as possible, 
at disposal of our customers 
—preferably through that per- 


and banker that is part and 
parcel fay aed ta 
connection. 


very essence of How have they operated thus far? ing 


TheUNION TRUST of CLEVELAND 


An excellent example of commercial bank advertising, 
which combines good typography with a valuable and 
attention-getting message to business executives. 
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Where Five Thousand Dollars 


gets Five-Million-Dollar attention 


HOW THE NEW UNIFORM TRUSTS GIVE PEOPLE 
OF MODERATE MEANS A CALIBRE OF INVESTMENT 


SERVICE HITHERTO CONFINED TO THE VERY WEALTHY 


elf ap beneficiary. You aurhorize us 1 
wrth many other Ln 


Thus in formed 0 huge fund, 


ST CAN MEAN TO YOU 
. ueen thousand dollara You place 
tha sum with us, in crust... Undorm Trust, naming your 


City Bank Farmers Trust Company 


22 WILLIAM STREET... Temperary Meseenerser 
MADISON AVENUE, 4 4204 Sores... 181 MONTAGUE STREET, BROOKLYN 


4) EXCHANGE PLACE... FIFTM AVENUE, oF @f01 Sireee 


AFFILIATED WITH THE NATIONAL CITY BANK OF NEW YORK 


A special trust service is strikingly presented in this 

unusual and attention-getting advertisement of the trust 

afhliate of a New York bank. The headline is certain 

to attract the attention of the reader and the text is 

well and simply written to explain the specific trust 

service being advertised. The advertisement is also an 
example of excellent typography. 


great city and its institu- 
tions.” 

The signature of Leonard 
Lispenard as it appeared on 
the “Founders’ Books” of 
the Manhattan Company in 
1799 is reproduced. “He 
was one of the many leaders 
of his day whose descendants 
we are proud to number 


among the valued patrons of 
this institution.” 


THE March issue of the 
First Wisconsin Triangle, 
publication of the First 
Wisconsin Group, of Mil- 
waukee, contains in its eight 
pages several interesting arti- 
cles. “Extra Money! How 


to Get It from Your Saving 
Account” tells of the saving 
that may be made in buying 
with the aid of a saving 
account out-of -season 
purchases, for instance, or 
items which may be bought 
more advantageously in large 
quantities or by paying cash. 


ADVERTISING 
CHANGES 


C. ALAN WALKER has been 
appointed director of copy 
and art of the Los Angeles 
office of Edwin Bird Wil 
son, Inc., to succeed Verne 
Hawkins, who is now with 
the Lockwood-Shackelford 
Company, Los Angeles ad- 
vertising agency. 


J. BLaxe Lowe, formerly 
vice-president of the Capi- 
tol National Bank, Jackson, 
Miss., has been made second 
vice-president of the Equi- 
table Trust Company of 
Baltimore, in charge of new 
business. 


Henry P. 
Company of Chicago, first 
mortgage investment house, 
has appointed the Chicago 
ofice of Albert Frank & 
Company, Inc., to direct i 
advertising account. 


J. C. ANDERSON, assistant 
vice-president and manager 
of the new business depart’ 
ment of the Union Trust 
Company of Cleveland, has 
been made a vice-president. 




















©: of the many interesting 1 ‘UNION TRUSTo 


vistas in the largest single 
banking room in the world— Resources over $300,000,000 





Chase National to Become World’s 
Largest Bank 


HE Chase National Bank of New 
: York will become the largest bank 
in the world, with resources ex- 
ceeding $2,800,000,000, by the consoli- 
dation with it of the Equitable Trust 
Company and the Interstate Trust 


Company, which directors: of the three 
institutions have approved. Stockhold- 
ers of the banks will vote on the pro- 
posed merger on April 24. 


ALBERT H. WIGGIN 


Chairman of the board of the Chase 

National Bank, who wili be chairman 

of the governing board and senior 

executive of the bank after completion 
of the merger. 


The new bank will exceed in size 
every other banking institution, both in 
the United States and abroad, by every 
measure of comparison. Total deposits 
will be approximately $2,100,000,000, 
the first time that a bank’s deposits have 
exceeded $2,000,000,000. Total capital 
funds, including those of the security 
afhliates, will amount to almost $500,- 
000,000. 
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Consolidation terms call for an ex- 
change of shares of the Equitable and 
the Interstate for shares of the Chase 
National Bank. The capital of the 
Chase will be increased from $105,000, 
000 to $148,000,000 to provide the ad- 


© sianx-stower 
WINTHROP W. ALDRICH 


President of the Equitable Trust Com- 
pany, who will be president of the 
enlarged Chase National Bank. 


ditional stock for exchange. Of the ad- 
ditional shares 2,000,000 will be given 
to stockholders of the Equitable on a 
basis of four shares of Chase for five 
of Equitable. Stockholders of the Inter- 
state will receive 115,019.20 shares on 
the basis of thirty-two one-hundredths 
of a share of Chase for each share of 
Interstate. The remaining 34,980.80 
shares will be sold in a manner to be 
determined by directors of the Chase. 

Winthrop W. Aldrich, president of 
the Equitable Trust Company, will be 
president of the enlarged Chase, Albert 
H. Wiggin, chairman of the Chase, will 





Trust Facilities for Modern Needs 
1830— 1930 


ODERN conditions practically compel the use of trust com- 
pany facilities by corporations and individuals. With the 
multiplication of securities and the growing complexities of finance 
and taxation, adequate records, proper accounting and precise tech- 
nical procedure assume an importance greater than ever before 
The prudent man of means gives careful consideration to the use- 
fulness of living trusts, life insurance trusts and custodian accounts. 
This company has specialized in the administration of trusts since 
1830, and through accumulated strength in experience and resources, 
combined with a policy of independence and personal attention, has 


achieved an unique fitness for the problems of today. 


~~ of New Dork & Trust Co. 


Capital, Surplus and Undivided Profits Over $20,000,000 
48 WALL STREET, NEW YORK 
Uptown Office: Madison Avenue at 63rd Street 
New York Clearing House Membership Number One 


become chairman of a new committee 
to be known as the governing board, 
and will be the senior executive of the 
bank. Charles S. McCain, now presi- 
dent of the Chase, will succeed Mr. 
Wiggin as chairman of the board, and 
John McHugh will remain as chairman 
of the executive committee. Robert 
Clarkson will continue as vice-chairman 
of the board. 

The board of directors will be com- 
posed of members of the present boards 
of the Chase and the Equitable. 

The headquarters of the bank will 
remain in the Chase’s building’ at Pine 
and Nassau streets, while the trust de- 
partment, on which special emphasis 
will be placed, will be housed in the 
Equitable Trust Building at 11 Broad 
street. 

Upon completion of the merger the 
Chase will have fifty-two offices in 
Manhattan and Brooklyn and seven 
foreign offices. Its capital will be $148,- 
000,000 and its surplus the same 
amount. Undivided profits and reserves 
will be approximately $72,000,000. Re- 
sources, on a basis of figures as of De- 


1929, statements, will total 
Of this, Chase will 
contribute $1,714,829,447, Equitable 
$1,013,970,798 and Interstate $85,735,- 
389. Deposits will total $2,073,656, of 
which $1,248,218,351 will be con- 
tributed by ‘Chase, $765,344,701 by 
Equitable and $60,081,602 by Interstate. 

The Chase National Bank was incor- 
porated in 1877. In 1921 it merged 
with the Metropolitan Bank and in 
January, 1925, took over three foreign 
banking offices from the American For- 
eign Banking Corporation—one at Ha- 
vana, and one each at Panamez City, 
Panama, and Christobal, the Canal 
Zone. In 1926 it took over the Me- 
chanics and Metals National Bank and 
the following year absorbed the Mutual 
Bank. Last year the Garfield National 
Bank and the National Park Bank were 
taken over. 

The Equitable is the oldest of the 
three, being organized in 1871 as the 
Traders’ Deposit Company. In 1895 
the name was changed to the American 
Deposit and Loan Company and in 1902 
to the Equitable Trust Company. It 
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cember 31, 
$2,814,535,634. 





Trust, Commercial, Investment 


D bees Plaza Trust Company offers every facility for 
the conduct of all phases of the trust business 
and commercial banking. Expert investment advice 
will be available to the bank’s clients through the 
Plaza Investing Corporation, an affiliated company. 


CAPITAL $2,000,000 


SURPLUS $1,000,000 


Plaza Srust Comp any 


Filth Avenue at Fifty Second Street 
New York 


Michael H. Cahill, President 


has also absorbed a number of banks, 
as follows: The Bowling Green Trust 
Company in 1909; Madison Trust 
Company in 1911; the Trust Company 
of America, 1912; Importers and Trad- 
ers Bank of New York, 1923; and the 
Seaboard National Bank, 1929. 

The Interstate Trust Company opened 
for business in 1926 and; took over the 
Franklin National Bank and the private 
bank of Bloomingdale Brothers in 1927. 
Later it merged the Hamilton National 
Bank and the Century Bank. 

Mr. Wiggin joined the Chase bank 
in 1904 as a vice-president and suc- 
ceeded A. Barton Hepburn as president 
in 1911. He became chairman of the 
board in 1926. In 1904 the Chase bank 
had capital, surplus and profits of about 
$4,000,000 and deposits of about $52,- 
000,000, and Mr. Wiggin is credited 
with the enormous growth it has shown 
since that time. 

Mr. Aldrich, who will be president 
of the enlarged bank, is a lawyer and 
became president of the Equitable re- 
cently on the death of Chellis A. Aus- 
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tin, who had been named president of 
the Equitable when it merged with the 
Seaboard. He is a brother-in-law of 
John D. Rockefeller, Jr., and is con- 
sidered a representative of the Rocke- 
feller interests in the Equitable. 

Mr. McCain was president of the 
National Park Bank when it merged 
with the Chase last year and became 
president of the latter institution. He 
is a native of Arkansas and has spent 
much of his life in the South. 

John McHugh also joined the Chase 
as the result of a consolidation. He be- 
came president of the Chase upon its 
merger with the Mechanics and Metals 
National Bank, with which he was as- 
sociated, and was appointed to his pres’ 
ent position last year. 

Mr. Clarkson joined the Chase at the 
end of the war and has held several 
senior executive positions both in the 
bank and in the Chase Securities Cor- 
poration. He succeeded Mr. McHugh 
as president of the bank and was ap 
pointed to his present position follow- 
ing the Chase-National Park merger. 








Marine Midland Group Acquires 
Fidelity Trust 


N out-of-town banking group en- 
Az New York City and ac- 
quired a banking institution 
there for the first time last month when 
the Marine Midland Corporation, com- 
posed of banks in up-state New York, 
approved an agreement for the acquisi- 
tion of the Fidelity Trust Company of 
New York on the basis of 13% shares 
of Marine Midland stock for each share 
of Fidelity Trust stock, the latter to be 
accompanied by stock of the Fitrust 
Corporation, securities affiliate of the 
Fidelity. 

Under an alternate plan, stockholders 
of the Fidelity Trust Company were 
given the option of taking one share of 
Marine Midland stock and $40 in cash 
for each share of Fidelity stock. 

Upon consummation of the plan, it 
is understood that Ernest Stauffen, Jr., 
chairman of the board of the Marine 
Midland Corporation, will become chair- 
man of the Fidelity Trust Company; 
James G. Blaine will continue as presi- 
dent, and Samuel §. Conover will be- 
come chairman of the executive com- 
mittee. Harral S. Tenney, vice-president 
of Marine Midland Corporation, will 
become vice-president of Fidelity Trust 
Company. Marine Midland Corpora- 
tion will be represented on the Fidelity 
Trust Company board of directors. 

Commenting upon the announcement, 
George F. Rand, president of Marine 
Midland Corporation, said: 

“The affiliation of the Fidelity Trust 
Company brings into Marine Midland 
a well managed unit in New York City 
and means the fulfillment of one of the 
aims of Marine Midland, as announced 
at the time of its formation. As in the 
case of other banks previously acquired 
by the Marine Midland Corporation, 
the management of the Fidelity Trust 
Company will maintain its local auton- 
omy. Upon completion of the acquisi- 
tion, the combined resources of Marine 


Midland banks will approximate $600,- 
000,000.” 

James G. Blaine, president of the Fi- 
delity Trust Company, made the fol- 
lowing statement: 

“Mr. Conover and I feel that the 
proposed association with the Marine 
Midland Corporation will be of great 
value to the Fidelity Trust Company 


© etanx-sto.ter 
GerorceE F. RanpD 


President Marine Midland Corpora- 
tion, which has acquired the Fidelity 
Trust Company of New York. 


and its stockholders. It offers us a 
broader scope for banking activity. It 
will enable us to give an enlarged serv- 
ice to our own clientele, and it will 
provide to the Marine Midland banks 
and their 350,000 customers, every 
banking facility that they may require 
of a New York City bank. More im- 
portant than this, however, is the fact 
that Fidelity Trust Company will be 
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OUR OFFERING LIST WILL BE MAILED REGULARLY UPON REQUEST 


G M A C obligations 


enjoy the protective background of highly liquid assets, with 
credit factors widely diversified in region and enterprise. Long 
regarded as a national standard for short term investment, they 
have been purchased by thousands of banks, institu- 
tions and individuals the country over. 


available in convenient maturities and 
denominations at current discount rates 


GENERAL Motors 
ACCEPTANCE CORPORATION 


OFFICES IN 
Executive Office 


PRINCIPAL 
-- BROADWAY at 57TH STREET 


CITIES 


’ CAPITAL, SURPLUS AND UNDIVIDED PROFITS a 


part of an organization which typifies, 
in the best sense, the evolution of bank- 
ing in this country.” 

Ernest Stauffen, Jr., who will be 
chairman of the board of directors of 
both organizations, said: 

“One of my chief objectives, in be- 
coming chairman of the board of 
Marine Midland Corporation was to 
develop the possibilities of Marine Mid- 
land’s potential interests through a New 
York City bank. I am glad to join 
with the management of the Fidelity 
Trust Company to that end. On the 
confirmation of the proposed plan the 
Marine Midland Corporation will have 
taken a most distinct step in the in- 
terest of its 18,000 stockholders.” 

The Fidelity Trust Company has a 
capital and surplus of $10,000,000 and 
undivided profits of $1,659,171, accord- 
ing to its statement of December 31, 
1929. Total resources on that date 
were $76,911,854. The main office of 
the Fidelity Trust Company is at 120 


- New York City 


OVER $66,000,000 


Broadway, in the Equitable building. 
The bank maintains five branches in 
Manhattan located at Liberty and West 
streets; Chambers and West Broadway; 
17 Battery Place; William and John 
streets; and 12 East 45th street. 
Marine Midland Corporation, which 
is a holding company, with assets con- 
sisting of over 97 per cent. of the stock 
of each of seventeen banks in New 
York state, was organized in Septem- 
ber, 1929, when a banking group, com- 


-posed of Stone & Webster and Blodget, 


Inc., White, Weld & Co. Marine 
Union Investors, Inc., and Schoellkopf, 
Hutton & Pomeroy, Inc., offered 1,000,- 
000 shares of capital stock to the pub- 
lic. There were outstanding December 
31, a total of 5,208,342 shares of com: 
mon stock and resources of the corpora’ 
tion included over $57,000,000 in cash. 

A combined statement, as of De- 
cember 31, shows the seventeen Marine 
Midland banks to have total resources 
of more than $520,000,000. 





Broadcasting a New Bank Opening 


Consolidated National Bank of Tucson, Ariz., Describes Its New 
Building in Unique Booklet 


zona, Speaking,” says the cover of 

an unusual booklet sent out by 
the Consolidated National Bank of 
that city in connection with the open- 
ing of its new bank and office building. 
The radio broadcasting idea is con- 
sistently carried out throughout the 
entire booklet. 

On the first page is the introduction, 
presented as if by a radio station an- 
nouncer, in which he gives the char- 
acteristic remarks regarding Tucson and 
then introduces as the speaker, T. N. 
McCauley, president of the Consoli- 
dated National Bank, who presents the 
remainder of the program. 

A picture of Mr. McCauley giving 
his introductory remarks before the 
microphone is reproduced on this page. 


“Before taking our trip through the 
bank building and to the celebration 
attending its opening,” Mr. McCauley 
says in introduction, “I want to tell 
you something of the policy upon which 
the recent rapid growth has come and 
on which we expect our development in 
the future. 

“It is my policy that a bank, which 
is a semi-public institution, can only 
grow in proportion to the service it 
renders. It can only grow as the city 
and the people of the community in- 
crease and prosper. We assist in the 
growth and development of our city 
and the financial prosperity of its 
citizens which helps us to grow like- 
wise. 

“We are building a profitable bank- 
ing institution and assisting to build a 
prosperous city. Our population now 
is nearly fifty thousand people. The 
development of this banking institution 
is to care for the financial requirements 
of our growing community. 

“Three years ago the adoption of a 
new policy by the Consolidated Na- 


S 2m 5 C. N. B., Tucson, Ari- 


tional Bank has doubled its resources. 
I can now take you through modern, 
beautiful and complete banking quarters, 
ready for a greater community service 
than ever before.” 


Following this, the reader is taken 
through the new banking quarters in 
succeeding pages of the booklet, by 
means of illustrations of the various 
banking quarters, below which are brief 
captions given in the words of the 


PREP SS RTS 


'T. N. McCauley, President 
©) Consolidated National Bank 
T 


Reproduction of a page in an unusual 

booklet of the Consolidated National 

Bank of Tucson. This page shows 
the president broadcasting. 


broadcaster. The opening of the bank, 
day and night exterior views, the main 
banking room, the various offices, work- 
ing quarters, etc., are reproduced, each 
with descriptive comment in a running 
conversational tone. The reader is con- 
ducted through the vaults, shown the 
automobile which was given away to 
the winner of a contest conducted dur- 
ing the formal opening of the new 
structure, is conducted through the 
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A typical page in the booklet. 


office portion of the building and given 
a glimpse into a few of the business 
offices there. 


The president also introduces the 
various members of the bank’s staff, 
with their portraits. 

With a brief word of farewell, 
“Station C. N. B., the largest and oldest 
financial institution in the Southwest— 
broadcasting on a frequency of fifty 
years of continuous and satisfactory 
service, on a wave length of about eight 
million dollars resources” signs off. 

The booklet contains twenty-four 
pages, page size nine by twelve inches, 
Each page contains one or more views 
of the bank on a gray background, and 
on each page the broadcasting idea is 
carried out by a seal on which are the 
words, “Station C. N. B. Speaking.” 

The rather difficult task of keeping 
the descriptive captions consistently in 
the tone which would be used by a 
broadcaster has been excellently accom- 
plished, and the text combines with the 
unusual art work to make a unique 
booklet. 


City Bank Broadens Its Trust Service 


HE City Bank Farmers Trust 

Company, affiliate of the National 

City Bank of New York, has an- 
nounced the formation of the City 
Farmers Fund “C,” Inc., carrying out 
its plan of uniform trusts, made public 
last fall. The new organization, it is 
said, will carry the principles of the 
trust plan beyond what has hitherto 
been considered possible. 

In the case of the uniform trusts 
heretofore established, they could be 
carried for any individual with $5000 
or more to invest for his own benefit or 
that of his wife or one other person in 
joint tenancy. Under this plan the es- 
tates have to be administered as separate 
entities after death, when the trust re- 
verts to the estate. 

The new plan provides for the min- 
gling of funds for investment after 
death, thereby continuing the same type 
of supervision as is possible under the 
uniform trust. 

The newly organized company is the 
means through which this objective may 


be carried out. No interest in the com- 
pany can be attained by anyone except 
by the establishment of a trust with the 
City Bank Farmers Trust Company. 
The shares are not to be quoted as or- 
dinary shares but are merely held by 
the City Bank Farmers Trust Company, 
as trustee, to be purchased for the bene- 
fit of the trust at their liquidation value. 
Under this plan, it is said, each in- 
dividual trust, while sharing in its pro 
portion of the profits and capital gain, 
holds its separate administrative entity, 
except for investment purposes. 

The plan, it is said, encompasses the 
most complete trust service that can be 
contemplated. It is pointed out that it 
gives to the small trusts diversification 
and the full trust service that is ac- 
corded to the largest estates. The off- 
cers of the City Farmers Fund “C,” 
Inc., are James H. Perkins, president; 
Lindsay Bradford, vice-president, and 
George S. Moore, secretary and treas- 
urer. Mr. Perkins is president of the 
City Bank Farmers Trust Company. 





What’s Going On 


PROMOTIONS AND CHANGES 


Georce C. CuT er, a lecturer at Harvard 
Law School, has been elected a vice-president 
of the Guaranty Trust Company of New 
York and will be attached to the trust de- 
partment. He practiced law in Boston as 
a partner in the firm of Herrick, Smith, Don- 
ald and Farley from 1920 to 1924 and in 
1925 became a member of the firm of E. B. 
Smith and Company, investment bankers, 
where he remained until the close of 1929. 


W. P. SHARPE, vice-president of the Mercan- 
tile‘Commerce Company of St. Louis, has as- 
sumed charge of the company’s New York 


W. P. SHARPE 


Vice-president of the Mercantile- 

Commerce Company of St. Louis, in 

charge of the company’s New York 
office. 


office, at 14 Wall street. Mercantile- 
Commerce Company is the investment divi- 
sion of the Mercantile‘CCommerce Bank and 
Trust Company. 


J. F. Govan, vice-president of the Banc- 
america-Blair Corporation and formerly a 
prominent railroad executive, has been ap- 
pointed a vice-president of Transamerica 
Corporation and the Bank of Italy, with of- 


fices in Chicago. He succeeds Arthur A. 


Wilson. 


THE International Manhattan Company, Inc., 
New York, has announced the promotion of 
J. A. Milholland from assistant vice-president 
to vice president of the company. 


Pau. L. Harpesty, formerly on the official 
staff of the First National Bank of Chicago, 
bas joined the Chatham Phenix National 


© sianx-sto.ter 

Pau L. Harpesty 
Recently elected assistant vice-presi- 
dent of Chatham Phenix National 
Bank & Trust Company, New York. 


Bank and Trust Company of New York as 
an assistant vice-president. He will divide 
his time between New York and Chicago and 
will direct field operations of the Chatham 
Phenix in the Middle West. 


Epwarp A. VosMER, formerly assistant vice- 
president, has been named vice-president of 
the Fifth Third Union Trust ena of 
Cincinnati. He has been with the Fifth 
Third and its predecessor institutions since 
1899. 


WiLtiaM C. BENNETT, assistant secretary, 
has been appointed assistant vice-president of 
Central Hanover Bank and Trust Company, 
New York. Before joining the Central Han- 
over in August, 1929, he was vice-president 
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EXAMINATIONS - SYSTEMS - TAXES 
FOR 


Banks and Trust Companies 


McARDLE & McARDLE 


ACCOUNTANTS AND AUDITORS 


Forty-Two Broadway, 


of Edwin Bird Wilson, Inc., in charge of 
that company’s Atlanta office. 


ANNOUNCEMENT has been made of the pro- 
motion of Herman A. Nater, formerly head 
of the business extension department of the 
Bank of Italy, San Francisco, to vice-president 
of that institution. 


Henry J. SCHULER, vice-president, has been 
elected vice-president and cashier of the Bank 
of America N. A., New York, to succeed 
Charles E. Curtis, resigned. 


GuaRANTY Trust Company ot New York 
has announced the appointment of Daniel B. 
Grant, who has been joint manager of the 
Guaranty offices in England, as a_ vice- 
president. 


WILLIAM H. Concer, Jr., formerly trust of- 
ficer, has been appointed vice-president of 
the Integrity Trust Company of Philadelphia. 
He continues in charge of the trust depart- 
ment. 


Davin V. Austin, formerly assistant vice- 
president in charge of the Fourth avenue of- 
fice of Manufacturers Trust Company, New 
York, has been appointed vice-president and 
transferred to the branch at Eighth avenue 
and 43rd street. 


NEW DIRECTORS 


Tuomas L. CHapBouRNE, of Chadbourne, 
Stanchfield & Levy, has been elected a di- 
rector of the Chatham Phenix National Bank 
and Trust Company of New York. 


W. C. FitzGERALD, a vice-president of the 
Corn Exchange National Bank and Trust 
Company of Philadelphia, has been made a 
director and secretary of the board. 


THE directorate of the Central-Illinois Com- 
pany, investment affiliate of the Central group 
of Chicago, has been increased to include 
Edward N. Hurley, who is also a director 
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New York City 


of the Central Trust Company of Illinois, 
and three officers of the company: Louis 
H. Schroeder, vice-chairman; Carroll E. Gray, 
Jr., executive vice-president; and Newton P. 
Frye, vice-president. 


DEATHS 


HAMILTON CANDEE, vice-president of the 
Guaranty Company of New York, died last 
month of pneumonia. He had been a vice- 
president of the company since it was 
formed in 1920. 


LEMUEL S. HILLMAN, president of the Old 
Kent Corporation, Grand Rapids, Mich., died 
recently. . 


MERGERS 


Tue American Southern Trust Company and 
the Exchange National Bank of Little Rock, 
Ark., have consolidated under the name of 
the American Exchange Trust Company. The 
new bank has capital of $1,000,000 and 
surplus of $500,000 and is the largest bank 
in the State of Arkansas. A. B. Banks, 
president of the American Southern, is presi- 
dent of the new bank and John M. Davis, 
president of the Exchange National, is chair- 
man of the board. Joseph H. Stanley, ex- 
ecutive vice-president of the Southern, re- 
tains the same position in the new bank. 


THE Integrity Trust Company and the Mar- 
ket Street Title and Trust Company of Phila- 
delphia were merged on March 1 under the 
name of the former. The Integrity now has 
seven offices, and capital, surplus and profits 
of more than $18,000,000. 


THE Southwark Title and Trust Company 
will be absorbed by the Commercial Na: 
tional Bank and Trust Company of Phila- 
delphia to give the latter institution re- 
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Kings County Trust Company 
City of New York, Borough of Brooklyn 
Capital $500,000 Surplus $6,000,000 Undivided Profits $347,000 


JULIAN P. FAIRCHILD, President 


WILLIAM J. WASON, JB., Vice-President 
HOWARD D. JOOST, Vice-President 


ALBERT I. TABOR, Secretary 
ALFKED W- ABRAMS, Assistant Secretary 
EUGENE L. VAN WART, Assistant Secretary 


ALBERT E. ECKERSON Auditor 


a 
: J. NORMAN CARPENTER, Vice-President 


ACCOUNTS INVITED 


INTEREST ALLOWED ON 


DEPOSITS 


LL 


sources of almost $35,000,000. W. A. Dyer 
js president and C. F. Hand, chairman of 
the Commercial. 


MERGER of the Padula State Bank and the 
Peoples National Bank, both of Newark, has 
been announced. Combined assets of the 
banks total about $26,000,000. The Peoples 
National is owned by the West Side Trust 
Company of Newark, which also controls the 
South Side National Bank and Trust Com- 


pany. 


Directors of the Chase National Bank of 
New York, the Equitable Trust Company 
and the Interstate Trust Company have ap- 
proved a merger of these three institutions 
under the name and charter of the Chase 
National Bank. Stockholders will vote on 
the merger on April 24. For details of this 
merger see article elsewhere in this issue. 


CHAINS, GROUPS, BRANCHES 


THe First National Bank of Mandan, the 
oldest bank in western North Dakota, has 
become affliated with the Northwest Bancor- 
poration, increasing the number of banks 
and trust companies in the group to ninety- 
seven and its total resources to $480,000,000. 


THE Second Wisconsin National Bank and 
the National Bank of Commerce, of Milwau- 
kee, both units of the Wisconsin Bankshares 
Corporation, were merged last month, under 
the name of the latter. .Combined resources 
approximate $17,000,000. 


THe Unaka and City National Bank of 
Johnson City, Tenn., has become affiliated 
with the Hamilton National Bank of Chat- 
tanooga, with interlocking boards and com- 
bined resources of more than $60,000,000. 
C. M. Preston, vice-president of the Hamil- 
ton National, has been elected to the board 
of the Unaka and City National. 


THROUGH the Atlantic Trust Company, the 
Atlantic National Bank of Jacksonville, Fla., 


has bought control of the First National Bank 
of Daytona Beach, Fla. The Daytona Beach 
bank will continue to be operated under its 
present management. Its capital is $50,000 
and surplus is a like amount. 


At Copley: Square, Boston, opposite Trinity 
Church, the Lee, Higginson Trust Company 
is opening a new branch which will special- 
ize in personal banking—checking accounts, 
administration of trusts and estates and in- 
vestment management. 


NEW BANKS 


Mepbtey G. B. WHELPLEY has been elected 
president of the new American Express Bank 
and Trust Company, which is expected to 
open in the American Express Building, 65 
Broadway, New York, this month. William 
T. Hoops was elected vice-president and 
E. J. Donahue, secretary. The new bank 
will have a paid-in capital and surplus of 
$15,000,000 and will carry on a general 
banking and trust business. 

Mr. |Whelpley became a vice-president of 
the Mechanics and Metals National Bank in 
1922 and when that institution was merged 
with the Chase National Bank in 1926 he 
remained as a vice-president of the Chase. 
During the last two years he has been en- 
gaged on the expansion program of the Chase 
and has been, during this period, vice-presi- 
dent of the Chase Securities Corporation. 

The board of directors consists of, in addi- 
tion to Mr. Whelpley, the following: Joseph 
F. Abbott, president American Sugar Refin- 
ing Company; Martin J. Alger, president 
Merchants Despatch Transportation Com- 
pany; William D. Baldwin, chairman Otis 
Elevator Company; F. Higginson Cabot, Jr., 
vice-president Stone & Webster, Inc.; Wil- 
liam C. Dickerman, president American Loco- 
motive Company; Frederic W. Ecker, assis- 
tant treasurer Metropolitan Life Insurance 
Company; William B. Given, Jr., president 
American Brake Shoe and Foundry Company; 
Paul L. Haid, president American Eagle Fire 
Insurance Company; William T. Hoops, 
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Learn a Foreign 
Language 
French, Spanish, Italian, 
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Conversational instruction under 
our native teachers will give you a 
practical knowledge of any lan- 
guage in a few months. We invite 
you to take a Free Trial Lesson. 
Day and Evening Classes and In- 
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Breoklyn—2 18 Livingston St., Tel. Triangle 1946 
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Correspondence Course in FRENCH 


president L. C. L. Corporation; Ralph B. 
Ives, president Aetna Insurance Company; 
Arthur F. Lafrentz, first vice-president Ameri- 
can Surety Company; James §. McCulloh, 
president New York Telephone Company; 
Frank A. Merrick, president Westinghouse 
Electric & Manufacturing Company; Paul C. 
Pennoyer of A. Iselin & Company; Bernon 
S. Prentice of Dominick & Dominick; John 
W. Prentiss of Hornblower & Weeks; Rich- 
ard S. Reynolds, Reynolds & Company; 
Joseph C. Rovensky, vice-president the Chase 
National Bank; Charles S. Sargent of Kidder, 
Peabody & Company; Lynde Selden, vice- 
president the Chase National Bank; Frederick 
P. Small, president American Express Com- 
pany; J. A. Sweetser, president Bigelow- 
Sanford Carpet Company; Graham C. Wood- 
ruff, chairman U. S. Freight Company. 


SAFE DEPOSIT 


A NEw device for protecting money and se- 
curities in a bank from hold-up, without any 
action on the part of employes of the bank, 
has been designed by the Yale & Towne Man- 
ufacturing Company, Stamford, Conn. It 


operates on the time-lock principle and makes 
it mechanically impossible for a teller to de- 
liver to a bandit any great amount of the 
bank's cash. 


© unverwooo & UNDERWOOD 
Gates W. McGarrAH 


Who has resigned as chairman of the 
board of directors of the Federal Re- 
serve Bank of New York to become 
chairman of the new Bank for Inter- 
national Settlements. 


SECURITY AFFILIATES 


INVESTMENT activities of the Detroit Bank- 
ers Company, holder of the stocks of five 
Michigan banking institutions, will be car- 
ried on by the First Detroit Company, which 
has been organized for that purpose. The 
new company assumes active operation of 
the bond departments of Detroit and Se- 
curity Trust Company and its affiliate, the 
Detroit Company, and the First National 
Company of Detroit, Inc. The former in- 
vestment companies retain their identities as 
holding companies only. 

The Detroit Bankers Company is com’ 
posed of Peoples Wayne County Bank, First 
National Bank in Detroit, Detroit and Se- 
curity Trust Company, Bank of Michigan 
and Merchants National Bank. 

The First Detroit Company will transact 
a general investment banking business, deal- 
ing in nfunicipal and corporation bonds and 
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investment stock, and will be represented in 
all banking units of its affiliated institutions. 
Ralph Stone is chairman of the board, D. 
Dwight Douglas is chairman of the executive 
committee and McPherson Browning is 
president of the First Detroit Company, all 
with headquarters at the head office in De- 
troit. Mr. Stone also is chairman of the 
board of the Detroit and Security Trust Com- 
pany, and Mr. Douglas is president of the 
First National Bank in Detroit. The New 
York office will be under the direction of 
Warren J. Hoysradt and Hamilton Hadden; 
the Boston office, under Fred L. Rice; Chi- 
cago, under E. M. Burnett and Gilbert E. 
Porter 3d; Los Angeles, under J. Dewey Kerr, 
and San Francisco, under Paul L. Sipp. 
Directors of the First Detroit Company 
include Standish Backus, McPherson Brown- 
ing, Leo M. Butzel, Emory W. Clark, Her- 
bert L. Chittenden, E. F. Connely, James E. 
Danaher, D. Wight Douglas, Hugh J. Ferry, 
Albert E. Green, Ralph Gilchrist, Julius H. 
Haass, Hamilton Hadden, Henry Hart, James 
§. Holden, E. K. Hoover, Warren J. Hoys- 
radt, T. W. P. Livingstone, Norman H. F. 
McLeod; James T. McMillan, Sidney T. Mil- 
ler, Jr., E. D. Stair, Henry Shelden, Wesson 
Seyburn, Ralph Stone and Mark A. Wilson. 


ASSOCIATION. ACTIVITIES 


THE National Association of Mutual Savings 
Banks will hold its tenth annual convention 
at the Traymore Hotel in Atlantic City, 
May 14-16. 

The program is being arranged in an en- 


The South Carolina 
National Bank 


Charleston, S. C. 
Greenville, S.C. - Columbia, S. C. 


Consolidation of 


Bank of Charleston, N. B. A. 
Charleston, 8. C. 
Norwood Nat. Bank Carolina Nat. Bank 
Greenville, 8. C. Columbia, 8. C. 


Capital $ 1,100,000.00 
Surplus 800,000.00 
Resources 30,000,000.00 


deavor to define the ideally operated mutual 
savings bank, adequately covering the finan- 
cial requirements of its depositors. The serv- 
ices now being performed by such institu- 
tions, together with proposed additional serv- 
ices, will be studied intensively and it is ex- 
pected that this convention will affect ma- 
terially the interests of the twelve and one- 
quarter million depositors who have entrusted 
their life savings to these institutions. 


Gerorce A. STARRING, of South Dakota, was 
elected president of the Secretaries Central 
States Bankers Association at a convention held 
last month in Tulsa. M. A. Graettinger, of IIli- 
nois, was elected vice-president and George 
Susens of Minnesota, secretary. The two- 
day session was featured by two important 
discussions, one on bank management and 
another on protection of banks against crime. 
Fourteen states were represented at the 
meeting. 


HE Bank of United States, New 


York, has an achievement in the 


way of new accounts opened since 
January 1, which apparently constitutes 


a record for all time. The number of 
new accounts opened by the bank dur- 
ing this period is 55,457. The bank cele- 
brated this record-making achievement 
by a dinner of its officers at the Hotel 
Commodore Wednesday evening, April 
2. At the dinner Bernard K. Marcus, 
president of the bank, presented hand- 
some souvenirs to the ten employes of 
the bank responsible for securing the 
largest number of accounts. Robert 
Adamson, vice-president of the Bank of 
United States, is chairman of the forces 


engaged in securing new accounts. RoBERT ADAMSON 
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Henry E. SarGent has been appointed 
deputy manager of the American Bankers 
Association to succeed Reuben A. Lewis, Jr., 
who has resigned to become a second vice- 
president of the Continental Illinois Bank 
and Trust Company, Chicago. Mr. Sargent 
has been an associate editor of the American 
Bankers Association Journal since July, 1928. 
Prior to that time he did newspaper work 
in Washington, D. C. 


eo KEYSTONE VIEW CO. 
J. H. Case 


Formerly deputy governor of the Fed- 

eral Reserve Bank of New York, who 

has succeeded Gates McGarrah as 

chairman of the board and Federal 
Reserve agent. 


ANNIVERSARIES 


New York's oldest banking institution, the 
Bank of New York and Trust Company, 
celebrated the 146th anniversary of its found- 
ing and its first century of trust service last 


THE BANKERS MAGAZINE 


——— 


month. As at present constituted, the bank 
is the outgrowth of the Bank of New York 
and the New York Life Insurance and Trust 
Company, which were consolidated in 1922, 
The Bank of New York was founded in 1784 
by Alexander Hamilton, while the New 
York Life Insurance and Trust Company was 
created by a special act of the New York 
State Legislature in 1830. It was the first 
bank to use “and trust company” as a part 
of its title. 

The Bank of New York and Trust Com. 
pany has continued to operate under the 
charter of the New York Life Insurance and 
Trust Company, containing provisions that 
give the institution a unique position among 
American banking institutions, The 146th 


Epwin G. MERRILL 
President Bank of New York and 
Trust Company, which has recently 

celebrated its 146th anniversary. 


anniversary of the establishment of the Bank 
of New York finds the successor institution 
established in a new and modern building, 
completed a year ago, on the original site at 
Wall and William streets, purchased by the 
Bank of New York in 1796. 
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New building of the Bank of New York and Trust Company, New York's 
oldest bank, which celebrated its 146th anniversary recently. 





FOURTEEN YEARS OF 
EUROPEAN INVESTMENTS 
1914-1928 


A Study by S. STERN 


Vice-President Equitable Trust Company of New York 


In VESTORS who are interested in foreign securities will find a valu- 
able guide for the appraisal of European securities in this exhaustive 
study of their standing over the last fourteen years. The volume is 
based on authentic records showing what would have occurred from 
1914 to 1928 in the case of investment, half in stocks and half in bonds, 
of $25,000 in each one of thirteen European countries, and in the 
United States and Canada. 

The study illustrates the appreciation or depreciation of capital in 
the several countries during the period reviewed, shows changes in yield 
of securities, and takes into account stock dividends and rights distributed. 


PART I 
Shows why this crucial period is a criterion of the future; discusses 
the advantages of foreign investments for a creditor country and the 
advantages of foreign loans to a debtor country; advises in regard to 
the currency risk in foreign securities; and relates the methods used in 
making the inquiry and the results shown by it. 


PART II 
Contains a detailed survey of each of the fifteen countries con- 
sidered, i.e., Austria, Belgium, Canada, Denmark, England, France, 
Germany, Holland, Hungary, Italy, Norway, Spain, Sweden, Switzer- 
land and the United States. 


PART Ill 


Takes up the important question of protection of rights of security 
holders in each of the fifteen countries considered above. 


APPENDICES 
Give recapitulations of the results of the survey in each country, 
each illustrated by charts; presents a total of 55 charts; and discusses 
ten countries not included in the survey—Bulgaria, Esthonia, Finland, 
Greece, Jugo-Slavia, Latvia, Lithuania, Poland, Portugal, Rumania. 
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Send_me a copy of Fourteen Years of European Investments for which I 
enclose remittance of $5. 
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Examples ‘of Recent Bank Building 
Operations 


The First National Bank of Jeannette, Pa., showing the detail of the main 

banking room side of the main entrance to the building. The building was 

designed by Tilghman Moyer Company, architects and engineers of Allen- 
town, Pa. 





Pee me Pe jue ie 


The main banking room of the Pearl Street Bank of the Cleveland Trust Company, 
Cleveland, Ohio, is 112 feet long and 48 feet wide. It is lighted by tall cathedral- 
like windows. Murals representing banking attributes of industry, integrity, secyrity 


and prosperity add to the beauty of the room. 


Eighteen-inch channel frame door to the safe deposit vault in the newly opened 

Grand Central branch of the Chatham Phenix National Bank and Trust Company, 

located in the new Lincoln Building, New York. Louis G. Kaufman (at right), 

president of the bank, is shown inspecting the vault; which was manufactured’ and 

installed by the Herring-Hall-Marvin Safe Company, of Hamilton, Ohio, and 
New York. 





THE BANKERS MAGAZINE 


The Nassau Union Bank of Glen Cove, N. Y., has been completely renovated 
and converted into a modern structure with an up-to-date interior layout. 
Holmes & Winslow, of New York, were the architects for the work. 
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The safe deposit department of the Union Trust Company of Cleveland is large 

enough to hold a convention in, and has, in fact, been the scene of one. It is 58 

by 48 feet and is one of the largest vaults in the United States devoted entirely to 
safe deposit business. 


Entrance to the safe deposit vault of the Union Trust Company of Cleveland. 
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Financial Advertising in 1929 


From approximately 5000 advertisements published by banks, trust companies and 


investment houses in 1929, 


100 representative advertisements 


were selected by 


Richard F. Durham, managing editor of THE BANKERS MaGazZINE, for reproduction, 
with explanatory comment, in the book named above, which has just been published 


by the Bankers Publishing Company, 71 Murray street, New York. 


Its value to bank 


advertising men makes it well worth the price of $10. 


Richard F. Durham, editor of 

Financial Advertising in 1929, in 
the book’s preface, “is to give a cross 
section of financial advertising effort for 
the year 1929.” In carrying out this 
aim, Mr. Durham has divided his vol- 
ume into seven sections, each of which 
presents some specific type of bank or 
investment company advertising. The 


Tk purpose of this book,” says 


last, or miscellaneous division, is fur- 
ther divided into six parts, each of 


which contains a few illustrations of a 
less important or less common type of 
financial advertising. 

The divisions include: Institutional 
Bank Advertising; Commercial Bank 
Advertising; Trust Advertising; Invest- 
ment Advertising; Savings Advertising; 
Safe Deposit Advertising; and Miscel- 
laneous, under which are listed Merger, 
New Buildings, Anniversary, Branch 
Banking, Bank Holding Corporation 
and Opening Announcement. 

Under each heading are reproduced 
a number of advertisements of that type 
published in 1929 by financial institu- 
tions, each with a brief description con- 
cerning the relation of that particular 
advertisement to the bank’s program; 
its returns, if these have been ascertain- 
able; its outstanding characteristics; and 
the names of individuals in bank or ad- 
vertising agency responsible for it. In 


each case the advertisement occupies a 
right-hand page in the book, with the 
comment on the left-hand facing page. 

“Although financial advertising has 
undergone a marked transformation in 
the last few years, no one year, in the 
opinion of the editor, has shown such 
an accelerated rate of development and 
improvement as the year 1929. This 
applies to all branches of financial pub- 
licity. It applies perhaps more particu 
larly to trust and investment advertising 
—on which much attention has been 
centered of late—than to other types. 
But it is readily noticeable that all have 
improved. 

“While the general tone and quality 
of financial advertising copy has grown 
steadily better, the editor believes that it 
is in the fields of typography and art 
work that the greatest gains have been 
made. 

“In this book are reproduced adver- 
tisements of commercial and investment 
banks, and trust companies, some of 
which will, on all counts, bear favorable 
comparison with the best that is being 
done in the general advertising field. 

“Present day financial advertising 
needs no apologies for its existence. It 
has definitely ceased being a step-child 
of good advertising. It has shown, and 
will continue to show, steady and con- 
sistent improvement. > 








THE Story oF Money. By Norman 
Angell. New York: Frederick A. 
Stokes Company. $5.15. 


THIS is not‘a treatise on monetary 
theory, nor is it a history of the tech- 
nical developments of monetary practice 
or of banking,” says Mr. Angell in the 
preface to this volume. “It is a story, 
written for the layman, of man’s experi- 
ences with the device of money: some 
of the outstanding experiments that he 
has tried with it, and the results of the 
experiments; some of the ideas he has 
had concerning it; some of the mistakes 
that he has made about ‘it. It is an at- 
tempt to tell the story of money in its 
social relation, to show what money has 
done to human society, the problems 
which it has solved and which it has 
created; and to show briefly, in a final 
chapter, the nature of the main mone- 
tary and banking controversy of the 
present day, by indicating where the 
various authorities stand on the prob- 
lem of stabilization of the price level in 
its relation to our present needs and 
methods. That chapter is mainly an 
anthology of the great monetary con- 
troversy of the day. 

The book contains an interesting and 
lucid explanation of how and why and 
when money gradually came into ex- 
istence as a tool of civilization after 
men had carried on their affairs without 
it for many centuries, how they came 
under the domination of this tool and 
what they have done to try to manage 
it and keep it under control since they 
learned that it might otherwise be a 
menace to the civilization they had 
built up. 

In the early part of his book Mr. 
Angell pleads for a greater and more 
general interest in the nature and pur- 
poses of money, insisting that this sub- 
ject is essential in a democracy for the 
proper education of every citizen. In 
later chapters he sketches the money 
collapses in Germany and Austria and 
cites them as a warning to nations and 
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their citizens to inform themselves on 
the nature and properties of money and 
to manage their financial systems wisely 
and skilfully. The controversial ques- 
tions in the present-day financial sys 
tem are considered pro and con in the 
final chapter, with special attention 
given to instability in the value of 
money. 

Other chapters tell the story of money 
in the United States, the history of the 
Federal Reserve System, etc. 


A PRACTICAL EXAMINATION OF THE 
BiLts oF EXCHANGE Acts. By Cecil 
H. H. Fennell. New York: Isaac Pit- 
man €& Sons. 


THis is a critical examination of the laws 
relating to bills of exchange, checks and 
promissory notes, as contained in the 
English Bills of Exchange Acts of 1882, 
1906 and 1917, and other related acts. 

The author is a member of the staff 
of the Bank of Ireland, Secretary to the 
Institute of Bankers in Ireland, and lec- 
turer on banking and foreign exchange. 
He has produced a volume of great prac’ 
tical value to bankers. While the En- 
glish Bills of Exchange Act is not in 
all respects the same as the American 
Uniform Negotiable Instruments Act, 
the principles underlying them both con- 
tain many points of similarity. American 
banks doing business with England, or 
with other British countries, will find 
this book especially helpful. 


SELECT STATUTES, DOCUMENTS AND 
REporRTS RELATING TO _ BRITISH 
BANKING, vol II. 1847-1928. London: 
Oxford University Press. 


THis compilation constitutes an inval- 
uable source of information to the stu- 
dent of British banking, embracing as it 
does some of the most striking events 
in England's financial history. While the 
volume under consideration covers the 
period from 1847-1928, an earlier vol- 
ume relates to the time from 1832-1846 


VERY bank, large or small, city or country, needs the first book described 
E on this page, for it gives a complete, concise idea of how to conduct a 
publicity and new business department in any bank. 


NO country bank should be without the second book, for what the new busi- 
ness department is to the city bank the agricultural department is to the 
country bank. The country bank has the advantage of being able to use the 


“New Business Department” also. 


New Business 
Department 


By T. D. MacGregor 


Table of Contents 


The Purpose of a New Business Depart- 
ment 


Aims and purposes of the department. 


Sources of New Business 


Prospects from present patrons; leads 
from various departments; affiliations 
of directors and stockholders; prospects 
from outside the banks; lists; inquiries; 
solicitations. 


Relations with Other Departments 


The New Business Department acts as an 
interpreter in helping the various de- 
partments to express themselves, to ex- 
plain to the public what they have to 
offer. 


Subdivisions of the Department 


Explains the machinery by which the 
manifold objects of a typical Depart- 
ment of Publicity and New Business are 
accomplished. Illustrated by forms. 


The Central Card File 


The heart of the work of the depart- 
ment. It has both negative and positive 
uses in the analysis of accounts, cutting 
out waste and pointing the way to 
greater profits. 


Handling the Accounts of Banks 
Analysis of accounts, and plans for so- 
liciting new business from other bank- 
ing institutions. Readjustment of in- 
terest rates. 


Getting “Leads” from Inquiries 
Timely issuance of booklets. 
up inquiries. 
name. 


A Follow-Up System 


Outline of a typical follow-up plan. How 
in one year over $4,000,000 initial de- 
posits were received from “follow-ups.” 


Following 
Making the most of a 


New Business Ideas and Suggestions 
Duties of chief clerk; publicity commit- 
tee: press clippings; meeting advertis- 
ing solicitors; courtesies to visitors, etc. 


Bank Agricultural 
Department 


By R. A. Ward 


Table of Contents 


Bank Agricultural Service 
How to render such benefits and service 
to’ be derived from it. 


Organizing the Department—The Man and 
the Job 


Personality of the man; relation to other 
officers; first principles of the work. 


Planning a Program of Work 


Program of the First National Bank of 
Bend, Ore.; effect of the work. 

Using the Agricultural Survey 
Making a survey of farms in the terri- 
tory one of the best methods of analyz- 
ing the farming situation; agricultural 
property statement form given here. 


An Increased Crop Production Campaign 
Such a campaign can be carried on by 
a bank, in co-operation witn the local 
county agent or expert bank agricul- 
turalist; complete explanation given. 

Livestock Improvement Project 
No project lends itself more readily to 
bank co-operation than this campaign 
which can be carried on effectively for 
a period of years. Many illustrations 


and advertisements given with this 
chapter. 


Boys’ and Girls’ Club Work 


Carry on work in co-operation with the 
state club leaders who have this work 
thoroughly standardized, and are fa- 
miliar with methods to conduct it 
profitably. 


Advertising and Publicity 
No phase of country bank activity can 
be featured more frequently than that 
of a live agricultural department, Ex- 
amples of advertising given here. 


Banker-Farmer Activities 


Suggestions for banker-farmer “mixers,”’ 
luncheons and conferences; motion pic- 
tures, etc. 


Conclusion 


Friendly helpfulness and superior service 
wins more friends for the bank than the 
cold, mechanical banking of days past. 
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FACTORS TO CONSIDER IN 
WORKING OUT MERGERS 


Six major factors to be considered by 
the participants in any merger move- 
ment, and other questions which may 
or may not be important depending 
upon the particular case, are analyzed 
in a thirty-two page booklet, with the 
above title, which has been issued by 
Ernst & Ernst, public accountants. The 
booklet is a reprint of a paper pre- 
sented by A. D. Berning, a partner of 
the firm, at a recent convention of the 
American Management Association in 
Detroit. 

“There are certain basic questions 
that apply to all business consolida- 
tions,” the booklet says, “and the more 
important factors to consider in any 
merger movement are: (1) economic 
and legal soundness, (2) management, 
(3) financial position, (4) earning 
power, (5) formula or plan of merger, 
(6) launching the merged business.” 


CONSOLIDATION 
RAILROADS 


OF 


DiIsADVANTAGES involved in a wholesale 
consolidation of the railroads of the 
United States far outnumber any pos- 
sible advantages, in the opinion of the 
National City Company of New York, 
as expressed in an elaborate bocklet 
which it has prepared on the subject. 
It contains complete maps of the nine- 
teen systems proposed in the Interstate 
Commerce Commission plan for con- 
solidation. 


SHOULD BANKS BUY BONDS? 


THE above is the title of a booklet pub- 
lished by Ames, Emerich & Co., Inc., 
investment security dealers. In it are 
reproduced six advertisements, each of 
which asks a question regarding the 
purchase of bonds by banks. The an- 
swer to each question is given on the 
page facing the advertisement in which 
the query is presented. The questions 
include the following: Why Should 


THE BANKERS MAGAZINE 


Banks Buy Bonds? What Proportion 
of a Bank’s Assets Should Be Invested 
in Bonds? What Kind of Bonds Sho 

Banks Buy? What Maturities of Bondg 
Should Banks Buy? What Is a Bankl 
Secondary Reserve? and What Is @) 
Bank Investment Account? 4 


NEW BOOKS 


Our FINANCIAL SysTEM; An Introdual 
tory Text. By Albert S. Keister” 
New York: Macmillan. $2.55. 


GERMAN COMMERCE YEARBOOK, 1929. 
Edited by Hellmut Kuhnert. New: 
York: B. Westermann. $5.15. 


Articles and statistics on Germany's} 
economic situation in all branches of 7 
industry and trade in 1928 and 1929.4 


Money. By Hartley Withers. New} 
York: Cape & Smith. 75 cents. 7 
WaLL STREET ProcepuRE. By De 
Witt Carl Eggleston. 
Greenberg. $6.15. 


New York: © 


THE THEORY OF INTEREST; as deter’ 
mined by impatience to spend income § 
and opportunity to invest it. By 
Irving Fisher. New York: Mac™ 
millan. $6.15. q 


MAKING MONEY IN THE STOCK MAR | 
KET. By Orline D. Foster. Garden 7 
City, N. Y.: Doubleday, Doran] 
$2.65. 


A practical explanation of stock 4 
market operation for the would-be ™ 
investor. ; 


INVESTMENTS OF UNITED STATES CAP 7 
ITAL IN LATIN AMERICA. By Max 
Winkler. Boston: World Peace | 
Foundation. $2.15. iq 


A specific outline of American ine 
vestments in each country of South 
and Central America and in Mexico. 


THE MEANING OF Money (revised edi- ; 
tion). By Hartley Withers. New 
York: Dutton. $2.35. 
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